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INTRODUCTION 


After  a  series  of  complicated  and  often 
critical  negotiations,  the  Hague  repara¬ 
tion  agreements  have  been  concluded  and 
steps  are  now  being  taken  to  put  into  effect 
the  machinery  established  in  the  modified 
Young  plan. 

In  the  latter  part  of  May  it  is  planned  ' 
to  issue  the  first  German  annuity  loan,  to 
the  amount  of  $300,000,000,  which  makes 
this  issue  the  largest  international  financial 
operation  since  the  war.  (The  Dawes  loan 
was  for  $200,000,000.)  It  is  reported  that 
the  bonds  will  be  issued  so  as  to  yield  about 
6  per  cent  interest.  One-third  of  the  pro¬ 
ceeds  will  be  used  in  Germany  for  internal 
improvements;  two-thirds  will  be  divided 
among  the  Allies  on  account  of  reparation. 

The  procedure  for  issuing  this  loan  was 
worked  out  at  a  meeting  of  the  directors  of 
the  Bank  for  International  Settlements  and 
bankers  from  interested  countries  at  Brus¬ 
sels  in  the  first  week  in  May.  A  few  days 
later,  the  treasury  experts  of  the  interested 
governments  met  with  the  International 
Bank  directors  at  Paris.  As  a  result  of  these 
discussions,  it  seems  that  American  and 
French  bankers  will  be  asked  to  take  about 
$90,000,000  each  and  British  bankers  $50,- 
000,000,  while  the  remaining  $70,000,000  of 
the  loan  will  be  divided  among  Sweden,  Ger¬ 
many,  Switzerland,  Italy  and  Belgium. 

Meanwhile,  progress  has  been  made  wdth 
the  establishment  of  the  Bank  for  Interna¬ 
tional  Settlements.  On  February  26  repre¬ 
sentatives  of  the  interested  central  banks 
nominated  directors  for  the  new  Bank,  in¬ 
viting  Mr.  Gates  W.  McGarrah,  chairman  of 
the  Federal  Reserve  Board  of  New  York, 
and  Mr.  Leon  Fraser  to  sit  upon  the  board 
as  American  directors.  On  April  22  the 


board  of  directors  of  the  International  Bank, 
meeting  for  the  first  time  at  Basle,  elected 
Mr.  McGarrah  president,  and  Mr.  Pierre 
Quesnay  of  the  Bank  of  France  managing 
director  of  the  new  Bank.  (The  German 
delegation  voted  against  Mr.  Quesnay’s  ap¬ 
pointment  on  the  ground  that  such  a  posi¬ 
tion  should  be  held  by  a  banker  from  a  neu¬ 
tral  nation.)  Sir  Charles  Addis  of  Great 
Britain  and  Dr.  Melchior  of  Germany  were 
named  vice-presidents.  It  is  hoped  that  the 
Bank  will  open  its  doors  some  time  in  May. 

The  second  session  of  the  conference  at 
the  Hague,  which  was  opened  on  January  3 
and  concluded  its  work  on  January  20,  1930, 
ended  with  the  signing  of  fourteen  agree¬ 
ments  which  are  enumerated  in  the  Final 
Act  of  the  Conference  and  give  a  definite 
settlement  to  the  outstanding  questions  con¬ 
cerning  both  German  and  Eastern  European 
reparations. 

The  recommendations  of  the  Young  com¬ 
mittee  which  were  examined  in  an  earlier 
issue  of  the  Information  Service^  have  there¬ 
fore  been  put  in  a  form  where  their  final 
adoption  depends  only  upon  ratification  by 
the  various  national  Parliaments.*  The  New 
Plan — as  the  modified  Young  plan  is  now 
consistently  called  in  all  the  official  docu¬ 
ments — will  therefore  be  put  into  effect 
shortly  and  will  mark  the  end  of  a  long 
period  in  the  financial  liquidation  of  the  war. 

The  New  Plan  will  take  the  place  of  the 
Dawes  plan  which  has  been  in  operation 

1.  "The  Young  Plan  Settlement,”  F.  P.  A.  Information  Ser¬ 
vice.  Vol.  V,  No.  12.  August  21.  1929. 

2.  The  German  Reichstag  ratified  the  agreement  on  March 
12  by  a  vote  of  266  to  192  and  President  von  Hindenburg  signed 
the  bill  on  March  13,  1930.  The  French  Chamber  voted  its 
ratiflcation  on  March  29  by  630  votes  to  55,  followed  by  the 
Senate  on  April  6,  which  ratlfled  it  by  a  vote  of  284  to  8. 
(Cf.  Neio  York  Times.  March  30  and  April  6,  1930;  also  Le 
Temps  (Paris),  March  30  and  31.  1930.)  Italian  and  British 
ratifications  were  deposited  on  May  9,  1930. 
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since  September  1,  1924.  The  Dawes  plan 
established  a  standard  annuity  of  2,500,000,- 
000  Reichsmarks  (1595,000,000)  for  an  in¬ 
definite  period,  subject  to  increase  when  the 
“index  of  prosperity”  applied  to  Germany’s 
economic  condition  should  show  this  to  be 
possible.  Beginning  on  September  1,  1924, 
Germany’s  payments  were  graduated  up  to 
the  standard  payment,  which  was  reached  in 
the  annuity  year  1929-1930. 

The  Dawes  plan  made  a  sharp  distinction 
between  the  collection  of  annuities  in  Reichs¬ 
marks  in  Germany  and  their  subsequent 
transfer  to  the  allied  creditors.  Germany’s 
obligation  was  declared  to  be  discharged  af¬ 
ter  the  deposit  at  Berlin  to  the  account  of 
the  Agent  General  for  Reparation  Payments 
of  the  sum  due  in  Reichsmarks.  It  was  the 
responsibility  of  the  Allies — ^through  the 
Agent  General  and  the  Transfer  Committee 
— to  see  that  these  sums  reached  their  own 
treasuries  in  their  own  currencies.  They 
were  also  bound  by  the  terms  of  the  report 
of  the  Dawes  committee  to  cease  the  transfer 
of  Reichsmarks  into  acceptable  currencies  if 
the  stability  of  the  German  currency  should 
be  threatened  thereby.  This  “transfer  pro¬ 
tection”  was  looked  upon  as  the  chief  asset 
to  Germany  in  the  settlement  of  1924. 

During  the  five  years  of  its  operation,  the 
Dawes  plan  worked  smoothly.  A  real  test  of 
its  transfer  machinery,  however,  did  not  take 
place,  in  view  of  the  unexpectedly  large  vol¬ 
ume  of  Germany’s  foreign  borrowing,  which 
furnished  the  foreign  exchange  for  the 
Transfer  Committee.  Meanwhile  the  Agent 
General  for  Reparation  Payments  repeatedly 
drew  attention  to  the  fact  that  “neither  the 
reparation  problem,  nor  the  other  problems 
depending  upon  it”  would  be  finally  solved 
until  Germany  had  “been  given  a  definite 
task  to  perform  on  her  own  responsibility, 
without  foreign  supervision  and  without 
transfer  protection.”® 

THE  YOUNG  PLAN 

A  tentative  agreement  between  M.  Briand 
and  Dr.  Stresemann  was  reached  at  Thoiry 
in  September  1926  for  the  final  settlement 
of  the  reparation  question  by  the  commer¬ 
cialization  of  the  railway  bonds  underlying 


3.  Report  of  the  Agent  General  for  Reparation  Papmenta, 
December  10,  1027. 


the  Dawes  annuity.  This  agreement  proved 
to  be  politically  premature,  but  finally  on 
September  16,  1928  the  representatives  of 
Germany  and  the  major  creditor  countries 
decided  at  Geneva  to  establish  a  new  Com¬ 
mittee  of  Experts  to  work  out  a  complete 
and  final  settlement  of  the  reparation  prob¬ 
lem.  This  Committee  of  Experts — of  which 
Mr.  Owen  D.  Young,  one  of  the  American 
members,  was  elected  chairman — met  at 
Paris  from  February  11  to  June  7,  1929  and 
its  report  has  become  the  basis  of  the  New 
Plan  which  was  embodied  in  an  international 
agreement  at  the  second  Hague  Conference.®^ 

The  outstanding  features  of  the  new  set¬ 
tlement  are: 

1.  The  establishment  of  a  definite  number  of 
annuities  covering  58%  years  (September  1929 
to  March  1,  1988)  estimated  to  have  a  present 
value  at  5%  per  cent  of  33,750,000,000  marks,  or 
$8,032,500,000. 

2.  A  sharp  cut  in  the  annuities  for  the  first 
37  years — bringing  them  down  from  $595,000,000 
to  an  annual  average  of  $473,700,000 — while  the 
payments  for  the  following  22  years  were  even 
more  sharply  reduced  and  special  provisions  were 
made  for  their  discharge. 

3.  The  division  of  the  annuities  into  two 
parts,  of  which  the  first  was  “conditional”  (that 
is  to  say,  subject  to  transfer  protection  by  post¬ 
ponement  in  case  economic  conditions  in  Germany 
seemed  to  demand  it),  while  the  second — ^the  “un¬ 
conditional”  part  of  the  annuity — was  to  be  paid 
irrespective  of  the  condition  of  German  currency. 
The  unconditional  part  was  also  to  be  subject  to 
“mobilization,”  that  is  to  say,  to  financial  opera¬ 
tions  by  which  its  present  cash  value  could  be 
secured  by  bond  issues  based  on  the  security  of 
the  unconditional  part  of  the  annuity. 

4.  The  establishment  of  a  new  flexibly 
equipped  transfer  mechanism — ^the  Bank  for  In¬ 
ternational  Settlements — which,  aside  from  its 
functions  as  administrative  agent  and  trustee  of 
the  reparation  payments,  is  so  framed  as  to  en¬ 
able  it  to  take  on  international  banking  functions 
of  a  more  general  type. 

5.  The  clear  and  unmistakable  recognition  of 
the  economic  and  financial  connection  between 
war  debts  and  reparation  receipts.  Thus  the 
period  over  which  German  payments  are  to  run 
is  established  so  that  it  will  correspond  with  the 
period  of  war-debt  payments;  the  amounts  of  the 
annuities  are  permitted  to  fluctuate  with  the  re¬ 
quirements  of  the  several  creditor  treasuries  for 


3a.  Technically  Uiere  waa  only  one  conference  at  The  Hague, 
divided  Into  two  sesalona — the  drat  extending  from  Auguat  6  to 
Auguat  31,  1929,  and  the  aecond  from  January  3  to  January 
20,  1930.  Popularly,  however,  theae  aucceaaive  aeaalona  are 
known  aa  the  flrat  and  aecond  Hague  Conferencea. 
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“out-payments”;  and,  by  a  special  memorandum, 
signed  concurrently  but  not  as  a  part  of  the 
Young  plan  report,  it  is  agreed  that  Germany 
shall  have  a  two-thirds  share  in  any  benefits  ac¬ 
cruing  from  reductions  in  war-debt  payments 
during  the  first  37  years,<  and  thereafter  the 
whole  benefit  of  such  reduction. 

BRITISH 

OBJECTIONS 

Criticism  of  the  Repoil;  of  the  Experts 
during  the  early  part  of  the  summer  in  Eng¬ 
land  and  Germany  made  it  apparent  that  the 
Diplomatic  Conference  which  was  to  be 
called  to  put  the  new  arrangements  into  ef¬ 
fect  was  not  going  to  be  a  mere  formality.® 
The  debate  in  the  House  of  Commons  on 
July  26,  1929,  in  which  Mr.  Philip  Snowden 
met  the  critical  speech  of  Mr.  Lloyd  George 
on  the  Report  of  the  Experts  with  a  sharp 
definition  of  the  policy  of  the  new  Labour 
government,  forecast  the  attitude  of  the 
British  delegation.  Mr.  Snowden  pointed 
out  that  the  British  government  was  not  “in 
any  way  committed  to  the  acceptance  of  the 
recommendations  of  the  Report.”  The  state¬ 
ment  brought  replies  from  the  French  and 
the  Italians,  who  quoted  the  experts  to  the 
effect  that  their  report  was  “an  indivisible 
whole.”®  Observers  were  therefore  quite 
prepared  for  a  sharp  division  over  the  Young 
report.’ 

To  understand  the  British  objections  to 
the  Young  plan,  it  is  necessary  to  refer  to 
the  Balfour  note  of  August  1,  1922: 

“The  policy  favoured  by  His  Majesty’s  Govern¬ 
ment  is,  as  I  have  already  observed,  that  of  sur¬ 
rendering  their  share  of  German  reparation,  and 
writing  off,  through  one  great  transaction,  the 
whole  body  of  inter-Allied  indebtedness.  But,  if 
this  be  found  impossible  of  accomplishment,  we 
wish  it  to  be  understood  that  we  do  not  in  any 
event  desire  to  make  a  profit  out  of  any  less 
satisfactory  arrangement.  In  no  circumstances 
do  we  propose  to  ask  more  from  our  debtors  than 
is  necessary  to  pay  to  our  creditors.  And,  while 
we  do  not  ask  for  more,  all  will  admit  that  we 
can  hardly  be  content  with  less.” 

Thus  Great  Britain  demanded  from  Ger¬ 
many  and  from  its  Allied  debtors  sums 
large  enough  merely  to  pay  its  debt  to  the 

4.  Great  Britain,  Foreign  Office,  Agreemfnts  Concluded  at 
the  Hague  Conference,  January  19S0,  Cmd.  3484,  Misc.  No.  4 
(1930),  hereafter  cited  as  Hague  Agreements,  Document  4. 

8.  "The  Young  Plan  Settlement,”  cited,  p.  215-16. 

6.  Cf.  the  statements  of  M.  Mussolini  quoted  In  The  Times 
(London),  August  2,  1929. 

7.  Cf.  ibid.,  August  4,  1929,  and  Le  Temps  (Paris),  August 
4  and  5,  1929. 


United  States.  In  making  debt  settlements 
with  its  former  Allies  the  British  govern¬ 
ment  strictly  followed  this  principle.  The 
Anglo-Italian  debt  agreement,  for  instance, 
provided  that  if  at  any  time  it  appeared  that 
the  aggregate  payments  effectively  received 
by  Great  Britain  under  Allied  war-debt¬ 
funding  agreements  and  on  account  of  repa¬ 
ration  or  liberation  bonds  should  exceed  the 
aggregate  payments  effectively  made  by 
Great  Britain  to  the  government  of  the 
United  States  of  America  in  respect  of  war  ' 
debts,  a  proportionate  share  of  the  balance 
would  be  returned  to  Italy. 

The  British  public  regarded  the  Balfour 
note  as  highly  generous.  But  many  Eng¬ 
lishmen  believed  that  this  generosity  was  not 
reciprocated  by  other  governments.  They 
felt  that  England  had  made  a  series  of  con¬ 
cessions  of  a  one-sided  nature,  and  this  feel¬ 
ing  was  increased  when  they  came  to  analyze 
the  provisions  of  the  Young  plan.  It  was  a 
contention  of  Mr.  Snowden’s  that  this  plan 
did  not  give  to  the  British  government  a  sum 
even  large  enough  to  meet  the  total  British 
debt  payments  to  the  United  States.  Back 
of  these  specific  objections  to  the  Young  plan 
was  the  belief  that  British  policy  had  been 
dominated  by  a  desire  to  please  France,  and 
that  the  diplomatic  freedom  of  England 
should  be  restored.  To  quote  the  Man¬ 
chester  Guardian: 

“The  Continental  Powers  had  grown  accus¬ 
tomed  to  an  England  that  would  always  give 
way  if  only  their  own  demands  were  pressed  with 
sufficient  force.  That  is  why,  although  honour 
and  interest  should  have  made  England  stand 
either  above  the  antagonism  between  the  strong, 
victorious  Continental  Powers  and  the  weak,  de¬ 
feated  Powers  or  as  mediator  between  them,  she 
always  came  to  be  on  the  side  of  the  stronger, 
and  so  helped  to  delay  what  is  the  absolute  con¬ 
dition  of  lasting  peace  in  Europe — namely,  the 
levelling  out  of  the  immense  preponderance  of  the 
victors  over  the  vanquished.  This  she  could  not 
do  if  she  always  said  ‘Yes’  to  the  victors.  For 
the  first  time  since  Lord  Curzon  went  out  of  office 
she  has  said  ‘No’.”* 


8.  Manchester  Guardian  Weekly,  August  23,  1929.  French 
opinion  has  never  regarded  the  British  position  as  particularly 
•■generous”  in  view  of  the  fact  that  the  British  received  a 
substantial  claim  to  reparation  only  after  the  "pensions”  were 
added  to  the  reparation  total  at  Versailles.  The  British  share 
in  the  Spa  percentages  is  based  on  this  inclusion,  and  while 
the  total  balance  left  to  the  Allies  after  meeting  the  debt  pay¬ 
ments  to  the  United  States  now  no  longer  meets  the  actual  cost 
of  physical  reconstruction  in  France — not  to  speak  of  Belgium 
or  Italy — the  Spa  percentage  for  Great  Britain  has  been  rigor¬ 
ously  maintained. 

It  is  furthermore  pointed  out  that  the  obligations  whose 
cancellation  was  suggested  by  Great  Britain  in  the  Balfour 
note  were  in  many  cases  of  a  highly  doubtful  value,  while  its 
obligations  to  the  United  States  were  inescapable  if  the  repu¬ 
tation  of  London  in  international  finance  was  to  be  maintained. 
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THE  CONFERENCE  AT  THE  HAGUE:  FIRST  SESSION 


When  the  first  session  of  the  Hague  Con¬ 
ference  began  it  was  noted  with  some  in¬ 
terest  that  the  British  delegation,  in  contrast 
to  other  delegations,  did  not  contain  any 
members  of  the  Young  committee.  Here 
Mr.  Snowden  made  a  clear  statement  of  the 
British  position.  While  he  approved  the  size 
of  the  annuities,  the  definite  period  of  pay¬ 
ments  and  the  abolition  of  control,  he  criti¬ 
cized  the  report  on  the  following  grounds: 

1.  The  proposed  division  of  the  annuities  into 
unconditional  and  postponable  portions  did  not 
take  sufficient  account  of  Great  Britain's  liabili¬ 
ties  with  regard  to  payments  on  debts  to  the 
United  States.  The  British  out-payments  to  the 
United  States  would  have  to  take  place  without 
“postponement,”  while  receipts  from  Germany 
under  the  Young  plan  might  be  most  irregular. 
The  large  share  of  France  in  the  unconditional 
share  of  the  annuities — nearly  five-sixths — should 
be  revised. 

2.  The  plan  reduced  the  British  share  in  repa¬ 
ration  payments  from  the  22  per  cent  fixed  in  the 
original  Spa  agreement®  to  20.6  per  cent,  which 
meant  an  annual  loss  to  Great  Britain  of  48  mil¬ 
lion  Reichsmarks  (roughly  $12,000,000).  On  the 
other  hand,  the  Young  plan  increased  the  per¬ 
centage  of  Italy  from  10  to  10.7  per  cent.  Mr. 
Snowden  declared  that  the  Paris  experts  had  no 
authority  to  interefere  with  the  Spa  percentages. 

3.  The  Young  plan,  as  far  as  the  future  was 
concerned,  gave  Great  Britain  a  sum  large 
enough,  together  with  debt  payments  from  France 
and  Italy,  to  meet  future  debt  payments  to  Amer¬ 
ica,  but  it  made  “no  allowance  whatever”  for  the 
arrears  of  200  million  pounds  which  Great  Brit¬ 
ain  had  already  paid  to  the  United  States  over 

9.  The  Spa  percentages  for  the  distribution  of  reparation 
receipts  among  the  Allies  were  established  by  the  agreement 
of  July  16.  19:.’0  as  follows; 


Spa  Pebcbntaoes 

Receiving  Payments  by  Payments  by  Austria, 

Countries  Germany  Hungary  and  Bulgaria 

(Percentages  of  Distribution) 

Prance  . 62.0  26.0 

Great  Brltkin  . 22.0  11.0 

Italy  . 10.0  26.0 

Belgium  .  8.0  4.0 

Japan  .  0.76  0.376 

Portugal  .  0.75  0.376 

Others  .  6.6  33.26 


O.  A.  Furst.  De  Versailles  Aux  Experts  (Paris.  Berger-I.«v- 
rault.  1927).  Cf.  Chap.  II  for  historical  survey  of  the  distribu¬ 
tion  of  the  annuities.  By  subsequent  agreements  Jugoslavia 
was  granted  6  per  cent  out  of  the  6.5  per  cent  available  for 
the  "others”  In  the  case  of  German  reparation  payments.  As 
soon  as  the  Belgian  priority — fixed  at  .Spa  at  2  billion  Reichs¬ 
marks — was  paid  off.  the  Belgian  share  would  be  reduced  from 
8  to  4.6  per  cent.  The  difference  of  3.6  per  cent  has  been  paid 
to  France  and  Great  Britain  (according  to  the  terms  of  the 
Financial  Agreement  of  Paris,  January  14,  1926)  In  the  propor¬ 
tion  of  62  to  22,  in  accordance  with  the  national  allotments 
under  the  original  Spa  percentages.  Thus  since  September  1. 
1925  Great  Britain  and  the  Dominions  have  received  23.06  per 
cent  and  France  64.46  per  cent  of  the  total  German  payments. 


and  above  what  it  had  received  from  its  debtors.^® 
The  restoration  of  the  Spa  percentages  would  re¬ 
fund  "to  Great  Britain  in  the  course  of  37  years 
an  estimated  capital  value  of  £37,000,000  toward 
these  arrears. 

4.  The  continuation  of  the  deliveries  in  kind 
for  at  least  ten  more  years  was  most  objection¬ 
able  because  of  their  interference  with  British 
trade  and  industry. 

The  leader  of  the  British  delegation  con¬ 
cluded  his  speech  with  the  statement:  “The 
House  of  Commons  will  never  agree  to  any 
further  sacrifice  of  British  interests  in  this 
matter.  There  are  no  divisions  between  the 
parties  on  this  question.”  Mr.  Snowden  fur¬ 
ther  declared  at  the  first  meeting  of  the 
Financial  Commission  of  the  conference  that 
the  British  delegation  could  not  take  part  in 
the  discussion  of  other  matters  arising  out 
of  the  Report  of  the  Experts  until  the 
Financial  Commission  had  reached  some  de¬ 
cision  as  to  “the  three  main  points  to  which 
it  [the  British  delegation]  attached  great 
importance — namely,  the  variation  of  the 
Spa  percentages,  the  division  of  the  pay¬ 
ments  into  conditional  and  unconditional 
portions  and  payments  in  kind.”  He  pro¬ 
posed  the  appointment  of  a  sub-committee 
without  German  representation  to  consider 
these  questions  and  “to  revise  the  scheme  of 
distribution  of  the  annuities  so  as  to  bring 
it  into  accord  with  the  existing  interallied 
agreements.”” 

Mr.  Snowden  then  recalled  that  Great 
Britain  had  “entered  the  War  in  support  of 
treaty  rights  and  in  defense  of  the  safety 
and  security  of  other  nations,”  and  after 
having  stated  that  Great  Britain  had  been 
more  generous  than  the  United  States  with 
France  and  Italy,  declared :  “We  cannot 

10.  Cf.  The  Times  (T.«ndon),  August  7,  1929.  On  August  31. 
1929  thp  war-debt  payments  of  Great  Britain  to  the  United 
States  government  (August  1919 — June  1929)  totalled  £260.- 
200.000  and  the  Interest  payments  to  August  31.  1929  amounted 
to  £59.384.000.  The  total  of  the  British  payments  to  the  United 
States  was  therefore  £319,584,000.  The  receipts  of  Great 
Britain  were: 


Allied  War  Debt  and  Interest: 

Italy  . £  16,397.000 

France  .  19.338.000 

Others  .  2,446,000 

Reparation  .  88.181.000 


Total  receipts  (without  Interest)  .  111.800,000 

Total  Interest  .  13.662.000 


Total  receipts  and  Interest  .  126.362,000 


The  excess  of  Great  Britain’s  payments  over  receipts,  Including 
Interest  to  August  31,  1929,  was  therefore  £194,222,000  (Interest 
calculated  at  5  per  cent). 

11.  The  Times  (London),  August  9,  1929. 
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compromise.  .  .  .  The  British  House  of 
Commons  will  never  ratify  the  Young  Re¬ 
port  in  its  present  form.”^^ 

ITALIAN  AND 
FRENCH  VIEWS 

‘  Replies  to  the  British  argument  were  made 

by  the  Italian  and  French  delegates.  M. 
Pirelli  of  Italy  declared  that  the  main  ob¬ 
stacle  was  due  to  the  fact  that  Mr.  Snowden 
came  to  The  Hague  without  the  personal  ex¬ 
perience  of  members  of  the  Paris  committee 
to  aid  him  and  without  a  realization  of  the 
complexity  of  the  reciprocal  concessions  that 
committee  had  made.  It  was  at  the  sugges¬ 
tion  of  English  members  of  the  Young  com¬ 
mittee  that  the  Italian  share  of  reparation 
had  been  increased  from  10  to  10.7  per  cent. 
In  return  Italy  had  agreed  to  accept  certain 

I  coal  deliveries  and  to  modify  its  share  in  the 
so-called  Eastern  reparations.^® 

M.  Cheron  of  France,  in  a  formal  reply  to 
Mr.  Snowden  on  August  10,^^  declared  that 
the  Spa  percentages  had  in  fact  been  main¬ 
tained,  but  that  in  estimating  these  per¬ 
centages  Mr.  Snowden  had  failed  to  deduct 
the  so-called  “prior  charges”  {precomptes)  — 
including  cost  of  commissions,  back  pay¬ 
ments  for  occupation,  American  credits, 
Belgian  war  debts,  etc.  The  Accord  of  Paris 
of  January  1925  had  provided  for  the  pay¬ 
ment  of  these  sums  before  the  distribution 
of  reparations  proper.®®  While  it  is  true  that 
in  their  conversations  in  the  fall  of  1928 
Messrs.  Churchill  and  Poincare  had  agreed 

12.  Ibid.,  Au*;ust  9,  1929.  In  connection  with  the  statement 
that  Great  Britain  had  been  more  generous  in  its  debt  settle¬ 
ments  with  France  and  Italy  than  the  United  States,  It  Is 
perhaps  of  Interest  to  recall  the  declaration  made  by  the  Hon. 
Winston  Churchill  as  Chancellor  of  the  Exchequer  In  the  House 
of  Commons  on  July  13,  1926  ;  “It  all  depends  on  what  view 
you  take  of  these  debts  and  of  the  settlements  which  are  being 
made  in  regard  to  them.  If  you  believe  that  for  three  whole 
generations,  taking  each  generation  for  20  years,  tho.se  payments 
will  be  regularly,  strictly  and  punctually  made,  that  no  <  hange 
will  svreep  across  the  world  in  that  period  and  that  no  altera¬ 
tion  in  the  views  of  different  nations  will  arise  in  all  that  lap.se 
of  time,  then,  undoubtedly,  so  far  as  the  Italian  Debt  is  con¬ 
cerned,  the  Americans  would  have  done  better  than  wo  have 
done.  If.  on  the  other  hand  you  take  the  view  that  perhaps  in 
ten  or  fifteen  or  twenty  years  you  will  have  a  review  of  the 
whole  of  these  relations  arising  out  of  the  Great  W'ar,  then  in 
15  years  we  shall  have  done  better  than  the  Americans  have 
done  with  Italy.  Of  these  two  views,  I  am  bound  to  say  His 
Majesty's  Government  is  inclined  to  the  latter.”  It  should  per¬ 
haps  be  added  that  the  official  American  view  certainly  does  not 
correspond  with  that  of  Mr.  Churchill  to  the  effect  that  the 
settlements  will  be  swept  away  In  ten  or  fifteen  years. 

13.  Cf.  p.  95-96. 

14.  An  Inadequate  summary  of  M.  Chdron's  speech  was  pub¬ 
lished  In  The  Times  (London),  August  12,  1929.  For  the  de¬ 
tailed  text  of  the  speech,  cf.  Le  Temps  (Paris),  August  12,  1929. 

15.  For  the  Financial  Agreement  of  Paris  of  January  14, 
1925,  cf.  C.  Bergmann.  The  History  of  Reparations  (New  York, 
Houghton  Mifflin,  1927),  Chap.  XXXI.  p.  290-93. 


to  maintain  the  Spa  percentages,  they  did 
not  alter  past  provisions  relating  to  prior 
charges.  M.  Cheron  insisted  that  if  these 
prior  charges  were  deducted,  the  Young  plan 
would  be  found  to  have  maintained  the  Spa 
percentages.  In  fact  as  far  as  the  first  ten 
years  were  concerned  Great  Britain  would 
receive  23.11  per  cent,  or  somewhat  more 
than  the  Spa  percentages.  This  was  to  be 
compensated  for  later  on.  Great  Britain  had 
desired  to  receive  larger  payments  during 
these  first  ten  years  than  later  on  so  as  to 
leave  a  balance  for  so-called  “out-payments.” 
France,  on  the  other  hand,  had  consented  to 
smaller  annual  figures  during  these  years  in 
return  for  a  large  share  of  unconditional 
payments.®* 

M.  Cheron  also  pointed  out  that  none  of 
the  powers  prefers  to  receive  deliveries  in 
kind  rather  than  cash  payments,  but  that 
such  deliveries  are  necessary  in  order  to 
facilitate  the  transfer  of  the  payments.  He 
indicated  that  the  limitation  of  the  payments 
to  a  period  of  10  years  was  a  concession 
to  the  British  and  pointed  out  that  the  re¬ 
export  of  at  least  the  French  receipts  in  kind 
was  extremely  unlikely  while  concessions  in 
the  form  of  further  regulation  of  these  de¬ 
liveries  remained  a  possibility.®®  He  ended 
by  expressing  the  “tenacious  hope — which  is 
one  of  the  faults  of  the  Normans — ^that  after 
the  preliminary  discussions  a  mere  question 
of  a  few  million  marks  would  not  endanger 
the  delicate  work  at  which  its  [Great  Brit¬ 
ain’s]  own  delegates  had  so  warmly  collabo¬ 
rated.” 

Mr.  Snowden’s  remarks  after  M.  Cheron’s 
speech  brought  the  conference  to  its  first 
crisis.  The  leading  British  delegate,  in  the 
language  of  The  Times,  “provoked  by  what 
he  regarded  as  an  irrelevant  speech  by  M. 
Cheron,  the  French  Finance  Minister,  made 
an  impulsive  reply  in  which  he  used  terms 
somewhat  unusual  in  a  big  international 
conference.”  He  explained  that  he  would 
not  follow  M.  Cheron  in  the  points  he  had 
made,  and  especially  in  the  figures  he  had 
submitted.  He  would  rather  confine  him- 


16.  It  should  al.so  be  noted  that  the  Spa  percentages  were 
fixed  at  a  time  when  expectations  as  to  Germany's  payments 
were  much  larger  than  In  1929. 

17.  French  experts  had  already  explained  that  deliveries  In 
kind  had  been  reduced  In  volume  and  were  to  decrease  regularly 
during  the  10-year  period  in  which  they  were  to  continue.  It 
was  furthermore  pointed  out  that  the  British  would  continue 
to  collect  In  cash  their  own  share  of  the  deliveries  In  kind 
under  the  Reparation  Recovery  Act  procedure  which  had  been 
approved  by  the  experts.  (Cf.  p.  85-86.) 
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self  to  saying  that  he  did  not  accept  “the 
accuracy  of  a  single  figure  M.  Cheron  had 
put  forward.”  Then  followed  the  remark 
that  he  considered  M.  Cheron's  interpreta¬ 
tion  of  British  policy  with  regard  to  receipts 
from  Germany  and  out-payments  “rather 
grotesque  and  ridiculous  to  any  one  who 
understood  its  full  character,”  and  he  con¬ 
cluded  with  a  statement  concerning  the 
agreement  on  the  Spa  percentages,  saying 
that  “if  one  thing  was  beyond  all  dispute  it 
was  the  promise  by  M.  Poincare  to  Mr. 
Churchill  that  there  would  be  no  interfer¬ 
ence  with  the  Spa  percentages  on  the  uncon¬ 
ditional  annuities.  .  .  .  And  this  was  a  mat¬ 
ter  in  which  the  honour  of  one  country  at 
least  was  involved.”^* 

After  the  storm  which  was  set  loose  by 
these  expressions  had  been  stilled  by  Mr. 
Snowden’s  apologies  to  the  effect  that  the 
words  used  had  a  different  meaning  in  Brit¬ 
ish  parliamentary  usage  than  in  French,  the 
atmosphere  seems  to  have  been  somewhat 
cleared.  Mr.  Snowden’s  position  was  fur¬ 
ther  strengthened  by  Mr.  MacDonald’s  tele¬ 
gram,  published  on  August  12,  in  which  the 
British  Prime  Minister  gave  his  Chancellor 
of  the  Exchequer  the  following  assurance: 
“Irrespective  of  party  or  section,  the  coun¬ 
try  supports  the  case  you  have  made.  .  .  . 
We  have  reached  the  limit  of  inequitable 
burden-bearing.”  It  was  clear  that  conces¬ 
sions  were  in  order  if  Great  Britain’s  con¬ 
sent  was  to  be  secured. 

MODIFICATION  OF 
THE  YOUNG  PLAN 

As  a  result  of  the  work  of  the  new  Com¬ 
mittee  of  Treasury  Experts,  and  after  re¬ 
peated  offers  and  counter-offers,  a  basis  for 
the  agreement  contained  in  the  final  protocol 
of  the  first  session  of  the  Hague  Conference 
was  found.^®  The  modifications  introduced 
in  the  original  Young  plan  may  be  summar¬ 
ized  as  follows: 

1.  Great  Britain  will  receive  100  million 

Reichsmarks  out  of  the  300  million  owed  by  Ger¬ 
many  in  respect  of  the  last  five  months  of  the 

fifth  Dawes  annuity  (April-August  1929) — a 


18.  Cf.  The  Times  (London),  Augrust  12,  1929. 

19.  Cf.  Great  Britain,  Foreign  Office,  Protocol  with  Annexes 
approved  at  the  Plenary  Session  ot  The  Hague  Conference. 
Cmd.  3392,  Misc.  No.  6  (hereafter  cited  as  Hague  Protocol), 
August  31,  1929. 


period  in  which  Dawes  and  Young  plan  annuities 
overlap,*® 

2.  The  balance  of  the  surplus  due  to  the  over¬ 
lapping  of  the  Dawes  and  Young  annuities  will 
go  ■  to  France  and  Belgium,  which  in  return 
“guarantee  without  reserve”  the  payment  to 
Great  Britain — in  addition  to  the  annuities  allo¬ 
cated  to  it  by  the  Experts’  Report — of  an  annuity 
of  19,800,000  Reichsmarks  for  37  years  as  from 
1929  “to  be  paid  in  sterling  in  such  installments 
as  may  be  agreed.”  This  amount  should  there¬ 
fore  be  added  to  the  unconditional  receipts  of 
Great  Britain.** 

3.  Italy  will  pay  and  guarantee  “without  re¬ 
serve”  to  Great  Britain  a  “further  annuity  of 
9,000,000  Reichsmarks  for  37  years,  as  from 
1929,  to  be  paid  in  sterling  in  such  installments 
as  may  be  agreed.”  Italy  will  pay  this  from  the 
claims  to  which  it  is  entitled  “under  the  agree¬ 
ments  of  the  10th  September,  1929  and  the  8th 
December,  1929,  in  regard  to  the  costs  of  libera¬ 
tion  and  the  ceded  properties” — that  is  to  say, 
out  of  its  receipts  from  the  so-called  Eastern 
reparations.** 

4.  Great  Britain’s  share  in  the  balance  of  the 
unconditional  annuity  (originally  160  million 
R.M.)  is  fixed  at  55  million  Reichsmarks.  In  order 
to  make  this  latter  sum  available  it  was  necessary 
in  view  of  other  charges  to  increase  the  total  of 
the  unconditional  portion  of  the  German  annui¬ 
ties  during  the  first  22  years  at  the  expense  of 
the  later  period.**  Moreover,  only  three  of  the 
other  creditor  powers  were  given  a  share  in  the 
unconditional  annuity.  Japan  obtain  6,600,000, 
Jugoslavia  6,000,000  and  Portugal  2,400,000 
Reichsmarks.  The  Little  Entente  powers  agreed 
to  surrender  their  claims  to  this  annuity  in  re¬ 
turn  for  concessions  in  their  war  debts  to 


20.  The  British  share  was  to  assist  in  covering  the  "net 
outgoings  during  the  year  ending  the  31st  March,  1930  and  the 
current  costs  of  the  British  Army  of  Occupation  up  to  the 
31st  August,  1929." 

21.  Ibid.,  Annex  I,  Sections  I,  II,  and  III.  It  is  provided 
in  Article  9  of  the  Arrangement  between  the  Creditor  Powers 
(Germany),  concluded  at  the  second  session  ot  the  conference 
(Hague  Agreements,  Document  10,  p.  142-45),  that  France  will 
pay  16,650,000  Reichsmarks  and  Belgium  3,150,000  Reichsmarks. 

22.  Ibid.,  Annex  I,  Section  TV.  (Cf.  p.  95-96.) 

23.  While  the  Young  plan  provided  tor  an  unconditional 
annuity  of  660  million  Reichsmarks,  including  amounts  for  the 
service  of  the  <3erman  External  Loan,  1924,  the  Protocol  of 
the  first  session  of  the  conference  at  The  Hague  provides  in 
Annex  I,  Article  VII  that  the  unconditional  annuity  shall  be 
fixed  so  as  to  exclude  whatever  sums  are  required  for  the 
service  of  this  loan.  The  following  modifications  in  the  uncon¬ 
ditional  annuities  have  therefore  been  made : 


Unconoitionai.  Anncities 


Years 

Young  Plan 

Hague  Protocol 

Increase 

(In  millions 

ot  Reichsmarks) 

Decrease 

1929-30  . 

.  385 

400.3 

-(-15.3 

1930-31  . 

.  660 

700.6 

-1-40.6 

1931-32  . 

.  660 

699.3 

-(-39.3 

1932-33  . 

.  660 

698.0 

-(-38.0 

1933-34  . 

.  660 

696.8 

-(-36.8 

1934-35  . 

.  660 

695.5 

-(-35.5 

1935-36  . 

.  660 

694.2 

+  34.2 

1936-37  . 

.  660 

692.9 

+  32.9 

1937-38  . 

.  660 

691.6 

-(-31.6 

1938-39  . 

.  660 

690.3 

-(-30.3 

1939-40  . 

.  660 

689.0 

+  29.0 

1940-41  . 

.  660 

687.7 

+27.7 

1941-42  . . 

.  660 

686.4 

+  26.4 

1942-43  . 

.  660 

685.1 

+  2B.1 

1943-44  . 

.  660 

683.8 

+23.8 
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France.*^  If  one  includes  the  payments  guar¬ 
anteed  by  France  and  Belgium,  amounting  an¬ 
nually  to  19,800,000  Reichsmarks,  and  the  Italian 
annuity  of  9,000,000  Reichsmarks,  Great  Britain, 
as  a  result  of  the  Hague  Conference,  will  receive 
a  total  unconditional  annuity  of  82,800,000 
Reichsmarks. 

5.  France  and  Italy,  furthermore,  revised 
their  respective  receipts  of  deliveries  in  kind  in 
such  a  manner  as  to  make  France  absorb  a  cer¬ 
tain  part  of  the  Italian  deliveries  in  the  first 
five  years  in  return  for  a  compensating  adjust¬ 
ment  during  the  last  five.26  This  reduces  the 
peak  of  the  deliveries  of  German  coal  to  Italy 
in  the  immediate  future;  and  as  a  result  of  this 
reduction,  “the  Italian  Government  undertakes, 
on  behalf  of  the  Italian  State  Railways,  to  pur¬ 
chase  one  million  tons  of  British  coal  yearly  for 
three  years  as  from  the  15th  November,  1929.”2« 

6.  Great  Britain’s  right  to  employ  Repara¬ 
tion  Recovery  Act  procedure  in  collecting  its 
share  in  the  deliveries  in  kind  is  specifically 
recognized  and  extended  into  the  future  in  case 
special  programs  of  deliveries  should  be  arranged 


Uncondition  At,  Anncitibs  (continued) 


Increase 

years 

Young  Plan 

Hague  Protocol 

or 

(In  millions 

of  Reichsmarks) 

Decrease 

1944-48  .. 

660 

682.6 

+22.6 

1946-46  . 

660 

681.2 

+21.2 

1946-47  . 

.  660 

679.9 

+19.9 

1947-48  . 

.  660 

678.7 

-fl8.7 

1948-49  . 

.  660 

677.4 

-f-17.4 

1949-50  . 

.  660 

676.1 

-fl6.1 

1950-66  . 

660 

612.0 

—48.0 

Total  first  37  years 

24,045 

23.859.3 

—186.7 

Annuities 

1966-88 

660 

612.0 

-48.0 

Total  1966-88  . 

.14,620 

13.464.0 

-1,066.0 

Total 

1929-88 

.... 

.38,665 

37.323.3 

—1,241.7 

Cf.  P. 

Raab,  Die 

Ergebniese 

der  Haager  Konferenz,  p.  36. 

The  net  result  over 

the  entire  period  is  therefore 

a  diminution 

of  the  unconditional 

liability  of  Germany,  but  in  case  of  a  post- 

ponement 

of  transfer  during  the  first  22  years 

the  German 

responsibility  will 

have  been 

Increased.  The  total  of  the 

annuities 

has  not 

been  changed. 

(Cf.  also  Hague 

Agreements, 

Document 

2,  Annex 

III,  sections  I  and  X.) 

24.  Cf. 

p.  98, 

footnote  74. 

25.  The  modifications  Introduced  In  the  schedule 

of  deliveries 

In  kind 

in  the 

Hague  Protocol  compare  with 

the  original 

provisions 

of  the 

Young  plan  as 

1  follows: 

Dbliveribs 

IN  Kind 

(In 

milliona  of 

Reichsmarks) 

FRANCE 

ITALY 

Young 

Hague 

Young 

Hague 

year 

Plan 

Protocol  Plan 

Protocol 

Ist  . 

408.4 

430.9 

76.0 

62.6 

2nd  . 

381.2 

398.7 

70.0 

52.0 

3rd  . 

.353.9 

366.4 

65.0 

62.5 

4th  . 

.326.7 

334.2 

60.0 

62.6 

6th  . 

.299.8 

302.0 

55.0 

62.5 

6th  . 

.272.3 

269.8 

50.0 

52.6 

7th  . 

.245.0 

237.5 

45.0 

62.6 

8th  . 

.217.8 

205.3 

40.0 

52.6 

9th  . 

190.6 

173.1 

35.0 

62.5 

10th  . 

.163.4 

140.8 

30.0 

62.6 

Cf.  Hague  Protocol,  Appendix  2,  Annex  (p.  8). 

28.  The  arrangement  provides  that  the  price  will  be  f.o.b. 
and  "strictly  In  keeping  with  the  lowest  price  obtained  under 
contracts  which  are  concluded  at  about  the  same  time  for 
the  sale  of  British  coal  of  similar  quality,  and  which  are 
comparable  also  as  regards  quantity."  It  also  provides  that 
the  Italian  government  will  "abstain  from  Importing  repara¬ 
tion  coal  via  sea  over  and  above  the  maximum  quantity  of 
1,800,000  tons  per  annum  during  the  said  ten-year  iierlod." 
(Cf.  ibid..  Annex  II,  Appendix  2.) 


after  a  postponement  of  transfer.  While  the 
same  privilege  is  granted  to  France,  the  British 
have  a  much  more  considerable  interest  in  this 
procedure  than  France,  and  this  stipulation — of 
which  the  significance  is  discussed  below  in  some 
detail — can  be  regarded  as  the  final  concession 
to  the  British  delegation. 

It  is  difficult  to  estimate  the  financial 
value  of  the  concessions  made  to  the  British 
at  the  first  Hague  Conference  because  of  the 
nature  of  some  of  the  concessions.  Members 
of  the  British  delegation  at  the  conference 
estimated  that  the  final  agreements  em¬ 
bodied  80  per  cent  of  Mr.  Snowden’s  original 
demands,  which  had  generally  been  ap¬ 
praised  as  an  addition  equivalent  to  a  flat 
annuity  of  £2,415,000  throughout  37  years.” 

THE  REPARATION 
RECOVERY  ACT 

Great  Britain  has  collected  a  considerable 
part  of  its  reparation  from  Germany  since 
1921  by  means  of  the  Reparation  Recovery 
Act  of  that  year.  This  law  authorized  a  levy 
on  German  imports  to  Great  Britain  which 
was  collected  in  sterling  at  the  time  of  the 
entrance  of  the  merchandise,  while  the  Ger¬ 
man  exporter  received  a  corresponding  claim 
on  his  government  in  Reichsmarks  to  be 
paid  from  the  British  part  of  the  reparation 
payments.  This  method  of  payment  there¬ 
fore  guaranteed  to  Great  Britain  a  consider¬ 
able  cash  transfer  (because  of  its  large 
direct  trade  with  Germany)  while,  of  course, 
the  transfer  of  the  credits  of  the  other  Al¬ 
lies  became  proportionately  more  difficult. 
France  later  followed  the  British  example 
but  could  not  benefit  as  much  as  the  British 
because  of  its  smaller  direct  trade  with  the 
Germans.^* 

The  Dawes  plan  restricted  the  British 
Reparation  Recovery  Act  procedure  to  the 
collection  of  the  equivalent  of  the  British 
share  of  the  deliveries  in  kind.  And  at  the 
first  Hague  Conference  it  was  agreed  that 
the  British  and  French  governments  should 
continue  to  have  the  right  to  such  reparation 
recovery  acts  "pari  passu  with  any  deliveries 
in  kind  including  those  furnished  under  a 


27.  The  relatively  small  amounts  Involved  in  the  disputes 
at  the  first  session  of  the  Hague  Conference  elicited  the  re¬ 
mark  from  one  of  the  Oerman  Journalists  that  the  British 
"had  been  using  heavy  artillery  to  kill  a  sparrow.”  The  present 
value  of  the  sums  involved  which  have  amounted,  at  5H  per 
cent,  to  £37,862,706. 

28.  Cf.  H.  D.  Oideonse,  Transfert  dee  Rivarationa  et  le 
Plan  Dawea  (Lausanne,  Payot,  1928),  p.  28-29. 
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moratorium.””  Since  the  levies  under  the 
Reparation  Recovery  Acts  are  practically 
cash  transfers  and  since  the  right  to  a  Repa¬ 
ration  Recovery  Act  levy  pari  passu  with 
any  deliveries  in  kind  includes  the  deliveries 
in  kind  furnished  under  a  moratorium,  it 
seems  that  such  levies  should  be  added  to 
the  total  of  the  unconditional  annuities  in 
order  to  determine  the  full  extent  of  .Ger¬ 
many’s  unconditional  obligation. 

DELIVERIES 
IN  KIND 

The  Young  plan,  moreover,  had  envisaged 
the  possibility  of  special  programs  of  de¬ 
liveries  in  kind  in  the  event  of  postponement 
of  transfer  of  the  conditional  annuities.®® 
In  order  to  safeguard  the  financial  and  eco¬ 
nomic  interests  of  the  signatory  govern¬ 
ments,  the  first  Hague  Conference  provided 
that  the  special  programs  should  be  sub¬ 
mitted  to  a  committee  convened  by  the  Bank 
for  International  Settlements  on  which  each 
of  the  signatory  governments  should  have 
a  representative.  This  committee  would  act 
by  a  majority  vote,  but  if  any  member  be¬ 
lieved  that  the  interests  of  his  government 
were  prejudiced  by  the  decision  he  might 
refer  it  to  an  arbitrator,  who  would  give  a 
decision  within  fourteen  days.®^ 

The  first  Hague  Conference  furthermore 
provided  for  three  committees  dealing  with 
deliveries  in  kind,  ceded  properties  and 
liquidation  of  the  past,  while  it  also  set  up 
the  Organizing  Committee  of  the  Bank  for 
International  Settlements  according  to  the 
provisions  of  the  Young  plan.  Further,  a 
Committee  of  Jurists  was  appointed,  pre¬ 
sided  over  by  M.  Jaspar,  the  Belgian  Prime 
Minister.  This  body  was  charged  with  draft¬ 
ing  the  detailed  texts  incorporating  the 
various  committee  reports  which  would  have 
to  be  embodied  in  the  “Final  Protocol  for 
putting  into  force  the  Experts’  Plan,”  to  be 
submitted  for  approval  to  the  second  session 
of  the  Hague  Conference. 

29.  "That  la  to  say,  that  of  the  total  amount  transferred 
In  any  year  In  Deliveries  In  Kind  (Including  the  quotas  under 
the  Reparation  Recovery  Acts),  the  quota  under  the  British 
Reparation  (Recovery)  Act  will  amount  to  23.06  per  cent 
and  the  quota  under  the  French  Reparation  (Recovery)  Act  to 
4.96  per  cent."  {Hague  Protocol.) 

10.  Report  of  the  Committee  of  Experts,  cited,  paragraphs 
161-3. 

31.  This  arbitrator  would  be  a  neutral  appointed  by  the 
signatory  governments  acting  unanimously.  Failing  unanimity, 
he  would  be  appointed  by  the  president  of  the  Permanent  Court 
of  International  Justice.  (Hague  Protocol,  p.  7.)  For  the 
general  regulations  concerning  deliveries  in  kind,  cf.  Hague 
Agreements,  p.  80. 


THE  RHINELAND 
AND  THE  SAAR 

Meanwhile  the  Political  Commission  of  the 
first  H^gue  Conference  had  reached  an 
agreement  on  the  evacuation  of  the  Rhine¬ 
land  and  on  the  proposed  “Committee  of 
Verification  and  Conciliation,”  of  which  men¬ 
tion  had  been  made  in  Articles  1  and  3  of  the 
agreement  at  Geneva  of  September  16,  1928. 

This  political  agreement — the  existence  of 
which  is  only  mentioned  in  the  final  Protocol 
— may  be  summarized  as  follows: 

1.  Within  three  months  the  Belgian  and 
British  troops  will  be  completely  withdrawn  from 
the  Rhineland,  while  the  French  troops  will 
evacuate  the  second  zone. 

2.  The  evacuation  of  the  third  zone  by  the 
French  troops  will  be  begun  immediately  after 
the  Young  plan  “is  ratified  by  the  French  and 
German  Parliaments,  and  put  into  operation.’'*^ 
The  evacuation  will  be  as  rapid  “as  physical 
conditions”  will  permit  and  will  in  any  case  be 
completed  “at  the  latest  in  a  period  of  eight 
months  terminating  not  later  than  the  end  of 
June,  1930.” 

3.  With  regard  to  the  observance  of  Articles 
42  and  43  of  the  Treaty  of  Versailles,  which 
refer  to  the  demilitarized  zones  on  the  left  bank 
of  the  Rhine,  the  proposal  to  establish  a  Com¬ 
mission  of  Verification  and  Conciliation  is 
dropped  and  the  powers  agree  to  settle  any  diffi¬ 
culties  in  the  manner  provided  in  existing  agree¬ 
ments  and  by  existing  machinery — to  wit,  the 
arbitration  treaties  with  Germany  concluded  at 
Locarno  on  October  16,  1925  by  Belgium  and 
France.  The  agrreement  is  subject  “to  the  reser¬ 
vation  that  the  powers  of  the  Council  and  Assem¬ 
bly  of  the  League  of  Nations  to  make  investiga¬ 
tions  under  Article  213  of  the  Treaty  of  Ver¬ 
sailles  remain  intact.  It  is  also  subject  to  the 
understanding  that  each  of  the  Powers  who  signed 
the  Treaty  concluded  at  Locarno  .  .  .  retains  the 
right  to  lay  any  difficulty  at  any  time  before  the 
Council  of  the  League  of  Nations  in  conformity 
with  Article  4  of  that  Treaty.”33 

The  question  of  the  Saar  was  not  included 
in  the  agreement  and  was  referred  to  special 
Franco-German  negotiations. 

THE  LEAGUE 
AND  THE  BANK 

Immediately  after  the  first  session  of  the 
Hague  Conference  the  projected  Bank  for 
International  Settlements  became  the  subject 
of  debate  at  the  Assembly  of  the  League  of 

32.  Some  dilTerence  of  opinion  exists  as  to  whether  ratifi¬ 
cation  constitutes  the  putting  into  operation  of  the  Young 
plan,  or  whether  the  mobilization  of  the  first  share  of  the 
unconditional  annuity  is  the  test,  as  M.  Tardieu  seems  to  hold. 

33.  Great  Britain,  Foreign  Office,  International  Agreement 
on  the  Evacuation  of  the  Rhineland  Territory,  Cmd.  3417,  MIsc. 
No.  7  (1929),  especially  p.  2,  6,  16. 
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Nations.  The  Norwegian  delegate,  M.  Mo- 
'  winckel,  at  the  Eleventh  Plenary  Meeting 
of  September  10,  1929,  pointed  out  that  the 
stimulation  of  Germany’s  business  enterprise 
which  resulted  from  the  reparation  pay¬ 
ments  made  the  problem  a  truly  international 
one,  which  would  “have  a  decisive  influence 
on  world  economy  in  the  years  to  come,’’  and 
which  would  in  consequence  affect  the  work 
of  the  League  itself.®* 

“I  therefore  think  it  desirable,”  he  said,  “to  bring 
this  question  to  the  notice  of  the  Assembly,  and 
I  venture  to  express  the  confident  hope  that  the 

i  League’s  interests  in  this  connection  will  be  safe- 

guarded.”35 

Following  this  speech,  a  resolution  was 
submitted  by  the  Danish,  Norwegian  and 
Polish  delegations  in  which  the  hope  was  ex¬ 
pressed  that  “the  provisions  setting  up  the 
Bank  will  be  framed  with  due  regard  to  the 
general  principle  laid  down  and  enjoined 
upon  League  Members  in  the  Covenant.’’®® 
This  resolution  was  discussed  for  three 
days  in  the  second  committee  and  amended 
i  by  M.  Heldring  of  the  Dutch  delegation, 
whose  observations  were  recorded  in  the 
I  minutes  as  follows: 

“M.  Heldring:  Some  people  might  think  that 
the  Central  Banks,  which  would  have  the  direction 

Iof  the  new  establishment,  would  tend  rather  to 
restrain  than  to  widen  the  field  of  its  operations. 
But  there  was  the  possibility,  and  in  some 
people’s  opinion  the  probability,  that  the  Bank 
would  play  an  extremely  important  part  in  the 
I  future  economy  of  the  world.  Considering  the 

I  possibility  of  this  development,  the  necessity  of 

^  adopting  certain  special  preventive  measures, 

which  up  to  the  present  were  lacking,  became 
■  evident. 

“It  was  especially  difficult  to  conceive  of  so 
important  a  Bank  carrying  out  operations  from 
year  to  year  without  being  under  the  obligation 
to  give  annual  publicity  to  these  operations;  and, 
furthermore,  it  did  not  seem  right  that,  when  the 
Bank  ceased  to  be  primarily  a  Bank  for  Repara¬ 
tions,  and  when  its  other  activities  took  on  an 
increasingly  greater  importance,  the  distribution 
of  the  seats  on  the  Board  of  Directors  should 
remain  as  they  were  at  present  according  to  the 
organization  plans. 

34.  He  drew  attention  to  Article  24  of  the  Covenant  of 
the  League  of  Nations  which  stipulates  that;  “There  shall  be 
placed  under  the  direction  of  the  League  all  International 
bureaux  already  established  by  general  treaties,  if  the  parties 
to  such  treaties  consent.  All  such  international  bureaux  and 
all  commissions  for  the  regulation  of  matters  of  international 
Interest  hereafter  constituted  shall  be  placed  under  the  direc- 
^  tlon  of  the  League." 

36.  League  of  Nations,  Bank  lor  International  Bettlementa, 
Extracts  from  the  Minutes  of  the  10th  Ordinary  Session  of  the 
Assembly,  etc.,  1920.11.41,  p.  1. 

36.  Ibid.,  p.  2. 


“He  also  viewed  with  alarm  the  idea  that  all 
the  changes  in  the  statutes  of  the  Bank  would 
be  left  entirely  to  the  discretion  of  the  Directors, 
however  great  the  confidence  placed  in  their 
prudence  and  wisdom.”37 

The  resolution  was  opposed  by  both  the 
German  and  French  delegations,®*  which 
drew  attention  to  the  fact  that  the  attitude 
of  the  United  States  might  create  complica¬ 
tions.  This  was  done  by  Dr.  Breitscheid  for 
Germany  in  the  following  tei'ms ; 

“And  then  we  must  not  neglect  the  fact  that 
the  Covenant  of  the  League  of  Nations  was 
created  at  a  moment  when  there  had  been  every 
reason  for  us  to  suppose  that  it  would  have  a 
really  universal  character.  We  all  agree  in  re¬ 
gretting  that  this  is  not  the  case  for  the  moment. 
There  are  important  States  which  are  not,  as 
yet,  members  of  the  League  of  Nations,  States 
whose  importance  is  greatest  precisely  where 
the  problem  under  consideration  is  concerned. 
I  will  not  insist  further  on  this  subject,  but  the 
next  question  seems  to  me  to  deserve  a  careful 
examination — the  question  of  knowing  what 
would  be  the  attitude  of  these  States  towards  a 
new  state  of  affairs  created  by  collaboration  be¬ 
tween  the  League  of  Nations  and  the  Interna¬ 
tional  Bank.  If  we  try  to  move  too  quickly,  com¬ 
plications  may  arise  which  would  have  disagree¬ 
able  results  for  us  all.” 

M.  Loucheur  of  France  finally  proposed 
that  the  creditor  governments  should  trans¬ 
mit  the  minutes  of  these  discussions  in  the 
Assembly  to  the  committee  which  was  to 
draft  the  statutes  of  the  new  bank  at  Baden- 
Baden  ;  and  the  Norwegian  delegate,  in  view 
of  M.  Loucheur’s  declaration  that  the  inter¬ 
ested  governments  would  “endeavour  as  far 
as  possible  to  meet  the  observations”  which 
had  been  made  and  “to  take  into  account  the 
considerations”  which  had  been  urged,  with¬ 
drew  his  resolutions.  He,  however,  closed 
his  speech  with  the  following  paragraphs : 

“Further,  it  is  understood  that  we  reserve  the 
right  common  to  all  the  Members  of  the  League 
of  Nations  to  raise  again,  if  necessary,  the  ques¬ 
tion  of  the  steps  to  be  taken  to  co-ordinate  the 
activities  of  the  Bank  and  those  of  the  League 
of  Nations. 

“We  agree  with  the  delegate  of  France  that 
the  League  must  be  given  credit  for  the  fact  that, 
owing  to  its  existence,  it  has  rendered  this  dis¬ 
cussion  possible.  We  believe  the  discussion  in 
several  respects  has  been  useful,  and  the  dis- 

37.  Ibid.,  p.  6. 

38.  Ibid.,  p.  11. 
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cussion  without  the  League  would  have  been  in-  on  this  occasion,  and  which  we  hope  will  be  still 

conceivable.  We  thank  the  delegate  of  France  further  displayed  during  the  later  development 

for  the  liberal  understanding  which  he  has  shown  of  the  question.”39 


THE  CONFERENCE  AT  THE  HACUE:  SECOND  SESSION 


At  the  opening  of  the  second  session  of 
the  Hague  Conference  on  January  3,  1930 
the  various  committee  reports  were  on  hand, 
although  not  in  a  complete  form,  since  sev¬ 
eral  difficulties  had  been  referred  to  the 
conference  for  final  settlement.  The  various 
national  delegations  (except  that  of  Ger¬ 
many)  had  changed  little  in  composition,  but 
the  effort  to  clear  up  the  entire  problem  of 
Eastern  and  Central  European  reparations 
had  brought  additional  delegations  from 
countries  not  represented  before.  In  August 
1929  there  were  14  delegations;  in  January 
1930,  19  countries  were  represented  aside 
from  Switzerland,  which  had  been  invited  to 
take  part  in  the  labors  of  the  conference  in 
view  of  the  fact  that  the  Organizing  Com¬ 
mittee  for  the  Bank  for  International  Settle¬ 
ments  had  chosen  Basle  as  the  seat  of  the 
institution.  The  newcomers  were  Austria, 
Hungary  and  Bulgaria,  while  Australia  and 
New  Zealand  were  now  directly  represented, 
as  well  as  Canada.  The  work  of  the  confer¬ 
ence  naturally  fell  in  two  parts,  which  were 
allocated  to  special  commissions,  the  first 
(Commission  A)  on  German  reparation, 
under  the  leadership  of  M.  Jaspar,  and  the 
second  (Commission  B)  on  non-German 
reparation,  presided  over  by  M.  Loucheur. 

Aside  from  the  approval  of  the  charter, 
the  statutes  and  the  trust  agreement  of  the 
Bank  for  International  Settlements,  the 
three  principal  items  of  business  concerning 
German  reparation  before  the  conference 
were:  first,  the  sanctions  to  be  imposed  in 
case  of  German  failure  to  live  up  to  the  re¬ 
quirements  of  the  new  settlement;  secondly, 
the  changes  in  the  share  of  the  United  States 
in  the  German  annuities  to  be  introduced  by 
the  separate  German- American  agreement; 
and  thirdly,  the  details  of  the  procedure 
to  be  followed  in  case  of  a  moratorium  and 
in  case  of  mobilization  of  the  unconditional 
part  of  the  annuities. 


39.  Ibid.,  p.  14.  The  charter  and  statutes  of  the  Bank  for 
International  Settlements,  which  were  subsequentiy  drafted  at 
Baden-Baden  and  adopted  at  the  second  session  of  the  confer¬ 
ence  at  The  Hague,  attempted  to  meet  all  the  objections  which 
had  been  raised  at  Geneva.  (Cf.  p.  92.) 


THE  POSSIBILITY 
OF  GERMAN  DEFAULT 

The  Young  plan  recommended  the  aboli¬ 
tion  of  all  of  the  inter-allied  machinery,  in¬ 
cluding  the  Reparation  Commission.  But  as 
the  right  to  reoccupy  the  Rhineland — ac¬ 
corded  under  Article  430  of  the  Treaty  of 
Versailles — was  dependent  upon  the  estab¬ 
lishment  by  the  Reparation  Commission  of 
a  default  by  Germany,  it  was  necessary  to 
establish  whether  the  recommendation  of  the 
experts  abolishing  the  Reparation  Commis- 
mission  involved  the  disappearance  of  the 
right  to  military  sanctions,  or  whether  the 
Special  Advisory  Committee  which  was  to 
be  set  up  under  the  plan  would  have  the 
right  to  establish  default. 

Nationalist  agitation  in  Germany  and  the 
remark  ascribed  to  Dr.  Stresemann  that  the 
Young  plan  might  be  considered  “good  for 
10  years”  had  created  an  impression  in 
France  that  it  was  not  inconceivable  that 
Germany  might  at  some  later  date,  under 
another  government,  deliberately  destroy  its 
own  budget  equilibrium  or  simply  refuse  to 
reform  its  financial  system,  without  which 
the  success  of  the  plan  would  admittedly  be 
in  doubt.  As  the  “controls”  of  the  Dawes 
plan  were  to  disappear,  this  created  a  de¬ 
mand  for  a  substitute  and  France  therefore 
demanded  guarantees  in  case  of  a  voluntary 
default  by  Germany.*® 

The  attitude  of  the  various  delegations 
toward  these  guarantees  or  sanctions  was 
described  in  a  telegram  from  the  corre¬ 
spondent  of  the  London  Times: 


40.  Although  the  Reparation  Commlsaion  Is  to  be  abolished, 
together  with  ail  the  other  inter-AIlied  machinery,  it  seems 
rather  an  overstatement  to  speak  of  the  removal  of  "all”  for¬ 
eign  control  in  the  debtor  country  when  one  considers  that 
practically  all  vitally  signlflcant  paragraphs  of  both  the  Relchs- 
bank  and  Railway  Company  Laws  are  conventionally  consoli¬ 
dated.  (Cf.  Hague  Agreements,  Document  2,  Annex  V  and  VI.) 

The  mere  removal  of  foreign  appointees  does  not  alter  the 
fact  that  autonomy,  as  far  as  these  vital  economic  functions 
are  concerned,  has  been  lost  for  the  period  of  the  payments 
under  the  New  Plan.  (Cf.  K.  Singer,  "Reichsbank  und  Reich," 
Wirtachaftsdienst,  January  1930,  p.  133-136.)  Thus  the  Young 
plan  requires  the  German  Railway  Company  to  pay  a  Reich 
tax  amounting  to  660,000  Reichsmarks  annually  as  a  contribu¬ 
tion  to  the  reparation  annuity.  It  la  to  be  paid  directly  into 
the  account  of  the  Bank  for  International  Settlements  at  the 
Reichsbank.  This  "collateral  guarantee"  is  supplemented  by 
the  assignment  to  their  service  of  the  proceeds  of  the  customs, 
tobacco,  beer  and  alcohol  duties — a  stipulation  similar  to  those 
found  in  the  Dawes  plan.  (Cf.  Hague  Agreements,  p.  38-40.) 
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“The  German  argument  is  that  the  Young 
plan  places  the  whole  reparation  transaction  on 
a  purely  commercial  basis,  and  that,  as  the 
Young  plan  in  the  German  interpretation  recom¬ 
mends,  political-military  treaty  provisions  should 
be  abolished.  The  Germans  profess  to  fear  that 
France  might  find  some  pretext  for  applying 
Article  430;  the  French  profess  to  fear  that 
another  German  Government,  under  the  influence 
perhaps  of  the  Hugenberg  nationalists,  might  de¬ 
fault  deliberately,  and  that  it  would  be  as  hard 
for  M.  Tardieu  to  face  the  Chamber  after  sur¬ 
rendering  Article  430  as  for  Herr  Curtius  to  face 
the  Reichstag  without  an  assurance  that  it  could 
not  be  applied.  It  is  admittedly  an  academic 
issue  raised  for  home  political  reasons.  The 
more  the  reparation  debt  is  commercialized,  the 
more  impossible  it  becomes  for  Germany  to  de¬ 
fault.  No  country  could  risk  the  blow  to  its 
credit  which  the  failure  to  keep  faith  with  inter¬ 
national  private  bondholders  would  deal.  In  the 
British  view  the  possibility  is  so  remote  that 
there  is  no  point  in  discussing  it.”^^ 

The  settlement  of  this  question — which  is 
primarily  of  political  rather  than  of  eco¬ 
nomic  interest — is  found  in  Annex  I  to  the 
agreement  with  Germany  of  January  20, 
1930.  This  consists  of  two  declarations,  the 
first  by  the  Belgian,  British,  French,  Italian 
and  Japanese  governments  and  the  second 
by  the  German  government.  In  the  former 
it  is  stated  that  the  New  Plan  rests  on  the 
principle  that  the  complete  and  final  settle¬ 
ment  of  the  reparation  question  is  of  com¬ 
mon  interest  to  all  the  countries  concerned 
and  that  the  attainment  of  the  object  of  the 
plan  would  be  impossible  “without  mutual 
good  will  and  confidence.” 

The  declaration  then  continues: 

“There  remains,  however,  a  hypothesis  outside 
the  scope  of  the  Agreements  signed  today.  The 
Creditor  Governments  are  forced  to  consider  it 
without  thereby  wishing  to  cast  doubt  on  the  in¬ 
tentions  of  the  German  Government.  They  re¬ 
gard  it  as  indispensable  to  take  account  of  the 
possibility  that  in  the  future  a  German  Govern¬ 
ment,  in  violation  of  the  solemn  obligation  con¬ 
tained  in  The  Hague  Agreement  of  January  1930, 
might  commit  itself  to  actions  revealing  its  de¬ 
termination  to  destroy  the  New  Plan. 

“It  is  the  duty  of  the  Creditor  Governments 
to  declare  to  the  German  Government  that  if 
such  a  case  arose,  imperilling  the  foundations 
of  their  common  work,  a  new  situation  would  be 
created  in  regard  to  which  the  Creditor  Govern¬ 
ments  must,  from  the  outset,  formulate  all  the 
reservations  to  which  they  are  rightfully  entitled. 

“However,  even  on  this  extreme  hypothesis, 
the  Creditor  Governments,  in  the  interests  of 

41.  Cf.  The  Times  (London),  January  6,  1930. 


general  peace,  are  prepared,  before  taking  any 
action,  to  appeal  to  an  international  jurisdiction 
of  incontestable  authority  to  establish  and  ap¬ 
preciate  the  facts.  The  Creditor  Power  or  Powers 
which  might  regard  themselves  as  concerned, 
would  therefore  submit  to  the  Permanent  Court 
of  International  Justice  the  question  whether  the 
German  Government  had  committed  acts  reveal¬ 
ing  its  determination  to  destroy  the  New  Plan. 

“Germany  should  forthwith  declare  that,  in  the 
event  of  an  affirmative  decision  by  the  Court,  she 
acknowledges  that  it  is  legitimate  that,  in  order 
to  ensure  the  fulfilment  of  the  obligations  of  the 
Debtor  Power  resulting  from  the  New  Plan,  the 
Creditor  Power  or  Powers  should  resume  their 
full  liberty  of  action. 

“The  Creditor  Governments  are  convinced  that 
such  a  hypothetical  situation  will  never  in  fact 
arise  and  they  feel  assured  that  the  German 
Government  shares  this  conviction.  But  they 
consider  that  they  are  bound  in  loyalty  and  by 
their  duty  to  their  respective  countries  to  make 
the  above  declaration  in  case  this  hypothetical 
situation  should  arise.” 

In  the  German  declaration,  which  followed 
it,  the  procedure  is  accepted  as  legitimate, 
while : 

“As  regards  the  second  part  of  the  declaration 
and  the  hypothesis  formulated  in  this  declaration, 
the  German  Government  regrets  that  such  an 
eventuality,  which  for  its  part  it  regards  as  im¬ 
possible,  should  be  contemplated.”<2 

It  is  noteworthy  that  the  Treaty  of  Ver¬ 
sailles  is  not  mentioned  in  either  of  the 
declarations. 

In  the  debate  in  the  French  Chamber  on 
the  ratification  of  the  Hague  agreements,  M. 
Tardieu  declared  that  if  Germany  refused  to 
execute  the  plan,  France  would  recover  its 
freedom  of  action.  The  Permanent  Court 
of  International  Justice  would  determine 
whether  or  not  Germany  had  refused  to  live 
up  to  its  obligations.  If  Germany  failed  to 
accept  the  award  of  the  Court,  the  League 
Council  would  be  obliged  under  Article  13 
of  the  Covenant  to  insure  its  execution.  In 
case  the  Council  was  not  unanimous,  France 
could  act  alone.  In  reply  to  insistent 
questioning  from  the  leaders  of  the  Left, 
and  particularly  MM.  Herriot  and  Blum,  M. 
Tardieu  explained  that  such  action  on  the 
part  of  France  would  always  remain  within 
the  general  provisions  of  the  Briand-Kellogg 
treaty.” 

42.  Cf.  Hague  Agreemente,  p.  28-29. 

43.  Cf.  Le  Temps,  March  30  and  31,  1930. 
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THE  U.  S.  AND  GERMANY’S 
OTHER  CREDITORS 

The  special  agreement  concluded  between 
the  United  States  and  Germany  on  December 
28,  1929  provided  for  a  separate  settlement 
of  the  share  in  the  reparation  debt  due  to 
the  United  States  for  claims  and  reparation 
costs.  This  placed  Germany  on  the  same 
basis  as  the  other  debtors  of  the  United 
States  in  respect  to  their  debt-funding  agree¬ 
ments.  Thus  the  United  States  government 
agreed  to  regard  Germany’s  loyalty,  faith 
and  credit  as  sole  security  and  guarantee  for 
the  fulfillment  of  its  obligations.  The  United 
States  also  specifically  undertook  not  to  capi¬ 
talize  German  certificates  of  indebtedness; 
moreover,  it  also  gave  Germany  the  right 
to  postpone  payment — as  distinct  from 
transfer — for  2V^  years  (not  2  as  in  the 
Young  plan). 

The  German-American  agreement  was  of 
course  concluded  independently  of  the  Hague 
Reparation  Conference.*^  Nevertheless,  the 
creditor  powers  believed  it  necessary  to  pro¬ 
tect  themselves  against  any  inequality  of 
treatment  as  between  the  different  creditors. 
They  therefore  required  assurances  from 
Germany  that  it  would  not  exercise  in  rela¬ 
tion  to  any  one  of  the  creditor  powers 

“the  rights  of  postponement  which  it  possesses 
under  the  agreements  already  signed  or  initialled 
without  exercising  at  the  same  time  any  similar 
rights  which  it  may  possess  in  relation  to  all  the 
other  Powers  whose  claims  are  included  in  the 
annuities,  as  set  out  in  the  Experts’  report  of  the 
7th  June,  1929.  Moreover,  in  the  future  the  Ger¬ 
man  Government  will  not,  in  connection  with 
postponement,  give  any  special  advantage  to  any 
one  of  those  Powers.  Nothing  contained  herein¬ 
above  shall  be  construed  as  impairing  in  any  way 
Germany’s  rights  and  obligations  under  the 
agreements  already  signed  or  initialled.’’^® 

GERMAN  LOANS 
AND  REPARATION 

Under  the  New  Plan,  the  Bank  for  Inter¬ 
national  Settlements  may  upon  the  request 
of  any  of  the  creditor  governments  require 

44.  In  a  letter  of  March  3,  1930  to  President  Hoover,  Secre¬ 
tary  Mellon  declared  that  "there  was  no  justiflcation  at  this 
late  date  for  involving  our  country  in  the  responsibilities  of 
collecting  and  distributing  reparation  payments,  which  adoption 
of  the  Young  plan  would  necessitate.  Very  obviously  we  could 
not  avail  ourselves  of  the  machinery  provided  for  by  the  Young 
plan  and  at  the  same  time  refuse  to  accept  any  of  the  re¬ 
sponsibilities.  We  have,  however,  a  very  direct  interest  in  the 
recommendations  made  by  the  experts’  committee."  (New  York 
Times,  March  6,  1930.) 

46.  "Exchange  of  Notes  Concerning  the  Agreement  between 
Germany  and  the  United  States,"  Hague  Agreements,  p.  134. 


Germany  to  issue  bonds  for  all  or  any  part 
of  the  unconditional  portion  of  the  annui¬ 
ties.  The  discussion  of  the  terms  of  the  first 
loan  toward  this  mobilization  of  the  non- 
postponable  portion  of  the  annuities  brought 
up  the  question  of  Germany’s  right  to  float 
other  loans  in  advance  of  the  first  reparation 
financing.  M.  Tardieu  was  particularly  in¬ 
sistent  that  this  point  should  be  cleared  up 
because  of  the  loan  for  which  the  German 
government  had  already  contracted  with  the 
Swedish  Match  Company  by  an  act  dated 
October  26,  1929.  As  a  result  of  these  dis¬ 
cussions  the  German  government  undertook 
not  to  issue  any  fresh  long-term  loans  before 
the  issue  by  the  Bank  for  International 
Settlements  of  a  $300,000,000  loan  which 
must  take  place  before  October  1,  1930.  If 
necessary,  this  date  may  be  extended  to 
March  31,  1931. 

Meanwhile  negotiations  conducted  by  M. 
Tardieu  and  M.  Ivar  Kreuger  (representing 
the  Svenska  Tandsticke  Aktiebolaget  of 
Stockholm,  and  N.  V.  Financieele  Mij. 
Kreuger  &  Toll  of  Amsterdam)  resulted  in 
a  declaration  by  M.  Kreuger  to  the  German 
Finance  Minister  to  the  effect  that  the  above- 
mentioned  loan  by  the  Swedish  match  in¬ 
terests  to  the  German  government  would  not 
be  offered  for  public  subscription  until  after 
June  30,  1933  and  that  the  German  govern¬ 
ment  and  the  Swedish  match  interests  under¬ 
took  to  see  to  it  that  “the  service  of  this 
loan  should  never  give  rise  to  any  discrimi¬ 
nation  to  the  prejudice  of  the  service  of  the 
unconditional  annuities.’’** 

The  German  government  will  have  “the 
right  to  participate’’  in  the  first  mobilization 
issue  to  the  extent  of  one-third  of  its  prin¬ 
cipal  for  domestic  purposes.  The  Bank  for 
International  Settlements  will  arrange  for 
the  service  on  both  the  reparation  and  the 
domestic  part  of  the  issue. 

In  the  debt  certificate  of  the  German 
government,  which  is  to  be  deposited  in 
the  Bank  for  International  Settlements  to¬ 
gether  with  the  required  number  of  annuity 
coupons,  the  obligations  of  Germany  as  they 
result  from  the  New  Plan  are  set  out  for¬ 
mally.*’  For  the  most  part  the  statement  fol- 

46.  Cf.  “Arrangements  as  to  the  Financial  Mobilisation  of 
the  German  Annuities,"  Hague  Agreements,  p.  136-38. 

47.  For  sixe  of  annuities,  cf.  Annex  I,  p.  100. 
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lows  the  terms  of  the  Young  plan  textually, 
but  it  formulates  with  more  precision  the 
position  of  Germany  in  case  of  a  postpone¬ 
ment  of  transfer  of  the  conditional  part  of 
the  annuity,  and  the  functions  of  the  Special 
Advisory  Committee  which  will  have  to  be 
appointed  in  such  a  contingency.  Thus  it 
provides  that: 

“The  German  Government,  by  giving  at  least 
90  days’  previous  notice,  shall  have  the  right  to 
suspend  for  a  maximum  period  of  two  years  from 
its  due  date  all  or  part  of  the  transfer  of  the 
postponable  part  of  the  annuity.  Transfer  post¬ 
ponement  thus  declared  shall  affect  the  postpon¬ 
able  annuity  as  and  from  that  date  on  which 
transfer  postponement  becomes  effective. 

“If,  during  any  annuity  year,  the  German 
Government  shall  avail  itself  of  this  power,  the 
transfers  falling  due  during  any  second  year  can¬ 
not  be  postponed  for  more  than  one  year  from 
their  respective  due  dates,  unless  and  until  the 
transfers  due  during  the  first  year  shall  have 
been  effected  in  full,  in  which  case  the  transfers 
due  during  such  second  year  may  be  postponed 
two  years  from  their  respective  due  dates;  and 
the  transfers  due  during  any  third  year  cannot 
be  postponed  at  all  until  the  transfers  due  during 
the  first  year  have  been  effected  in  full. 

“At  any  time  when  postponement  of  transfer 
is  in  effect  but  not  until  one  year  after  it  has 
become  effective,  the  German  Government  shall 
have  the  right  to  postpone  payment  for  one  year 
of  50  per  cent  of  any  sum  the  transfer  of  which 
shall  then  be  susceptible  of  postponement  under 
the  conditions  stated  above.  This  percentage 


48.  Cf.  “Debt  Certificate  of  the  German  Government,”  Hague 
Agreements,  p.  36-37.  A  German  proposal  to  fix  the  dates 
upon  which  the  payments  of  the  annuities  should  take  place 
at  the  end  of  the  month  was  unacceptable  to  the  creditor  coun¬ 
tries,  w’hlch  claimed  that  the  payments  were  due-  on  the  fif¬ 
teenth  of  each  month.  They  Intended  to  use  the  difference  In 
Interest  between  the  payments  made  on  the  fifteenth  as  com¬ 
pared  with  the  end  of  the  month  to  meet  the  concessions  which 
had  been  made  to  satisfy  the  British  demands  at  the  first  ses¬ 
sion  of  the  conference.  According  to  the  rate  of  interest  used, 
this  difference  was  estimated  at  from  6  to  8  millions  of 


may  be  increased  upon  the  recommendation  of 
the  Advisory  Committee  provided  for  in  part  8 
(e)  of  the  Report  of  the  Experts  of  1929.” 

The  clause  on  the  Special  Advisory  Com¬ 
mittee  has  become  somewhat  more  strict: 

•‘In  the  event  of  any  declaration  of  postpone¬ 
ment  made  by  Germany  or  at  any  other  time  when 
the  German  Government  declares  to  the  Creditor 
Governments  and  to  the  Bank  for  International 
Settlements,  that  it  has  come  to  the  conclusion 
in  good  faith  that  Germany’s  exchange  and  eco¬ 
nomic  life  may  be  seriously  endangered  by  the 
transfer  in  part  or  in  full  of  the  postponable 
portion  of  the  annuities,  the  Bank  for  Interna¬ 
tional  Settlements  shall  convene  the  Special  Ad¬ 
visory  Committee  mentioned  in  Chapter  8  (e)  of 
the  Experts’  Plan  of  the  7th  June,  1929. 

“The  Special  Advisory  Committee  shall  forth¬ 
with  consider  the  situation  in  all  its  aspects,  as 
provided  in  the  Plan,  and  shall  indicate  for  con¬ 
sideration  by  the  Governments  and  the  Bank 
what,  in  their  opinion,  are  the  measures  that 
should  be  taken  in  regard  to  the  application  of 
the  Plan.  In  application  of  Article  124  of  the 
Report  of  the  Experts  of  the  7th  June,  1929, 
any  recommendation  of  the  Committee  affecting 
the  rights  of  the  Creditor  Governments  shall  not 
bind  the  Creditor  Governments  unless  it  is  ac¬ 
cepted  and  confirmed  by  the  Creditor  Govern¬ 
ments  who  participated  in  the  decision  of  Sep¬ 
tember  16,  1928,  to  set  up  the  Committee  of  Ex¬ 
perts.  Similarly,  any  recommendation  affecting 
the  rights  of  the  German  Gover»^”nent  shall  not 
bind  the  German  Government  vnless  it  is  ac¬ 
cepted  and  confirmed  by  that  Government.”!® 


Reichsmarks  annually.  The  allied  experts  claimed  that  while 
the  date  had  not  been  specifically  mentioned  in  the  plan,  the 
fifteenth  had  been  used  as  the  basis  of  calculations,  and  the 
German  delegation — after  having  called  to  its  aid  Dr.  Schacht, 
president  of  the  Reichsbank,  and  Dr.  Kastl,  director  of  the 
Reichsverband  der  deutachen  Industrie  and  one  of  the  German 
experts  on  the  Young  Committee — finally  agreed  to  an  ar¬ 
rangement  whereby  the  payments  should  be  made  "by  equal 
monthly  installments  on  the  fifteenth  of  each  month  and  if  the 
fifteenth  is  not  a  working  day  then  on  the  working  day  next 
following.”  (Ihid.,  p.  31-32.) 


92 


The  Reparation  Settlement  of  1930 


THE  BANK  FOR  INTERNATIONAL  SETTLEMENTS 


The  Young  committee,  for  the  purpose  of 
establishing  permanent,  non-political  ma¬ 
chinery  for  the  collection  and  transfer  of 
reparation,  had  recommended  the  establish¬ 
ment  of  a  Bank  for  International  Settle¬ 
ments.  While  “the  essential  reparation  func¬ 
tions  of  the  bank  were  such  as  to  form  a 
solid  reason  for  its  existence,”  the  experts 
were  “led  inevitably  to  add  to  those  reasons 
the  auxiliary  but  none  the  less  material  ad¬ 
vantages  it  might  have  in  the  general  posi¬ 
tion  of  present  international  finance.”*®  They 
were  therefore  careful  not  to  limit  the  scope 
of  its  operations  too  rigidly,  and  in  order  to 
avoid  political  tinkering  with  the  new 
machinery  made  rather  extreme  provisions 
for  its  independence  from  political  authority. 

The  entire  administrative  control  of  the 
Bank  was  to  be  vested  in  a  Board  of  Direc¬ 
tors,  composed  first  of  all  of  the  governors 
of  the  central  banks  of  the  seven  countries 
from  which  the  membership  of  the  Young 
committee  had  been  drawn,  or  by  their 
nominees.  Each  of  these  directors  was  en¬ 
titled  to  appoint  another  director  of  his  own 
nationality,  while  France  and  Germany  were 
each  granted  the  right  to  a  third  director¬ 
ship  during  the  period  of  the  German  annui¬ 
ties.  Nine  additional  directors  were  to  be 
elected  by  the  original  14  (or  16)  directors 
from  a  list  of  candidates  drawn  up  by  the 
governors  of  the  central  banks  of  the  11 
other  countries  participating  in  the  share 
ownership  of  the  Bank. 

The  authorized  capital  of  the  Bank  was 
fixed  at  the  equivalent  of  $100,000,000  (500,- 
000,000  Swiss  francs),  divided  in  200,000 
shares  of  equal  value.  Of  these  shares  44 
per  cent  could  be  offered  to  the  central  banks 
of  countries  other  than  the  original  seven 
which  were  represented  on  the  Young  com¬ 
mittee. 

The  Organizing  Committee  for  the  Bank 
for  International  Settlements,  which  had 

49.  For  a  detailed  analysis  of  the  Bank  for  International 
Settlements  as  it  appeared  in  the  Young  plan,  cf.  H.  D.  Oide- 
onse,  “The  International  Bank  and  the  Young  Plan,"  Editorial 
Research  Reports  (Washington,  D.  C.),  September  17-21,  1929. 
Cf.  also  the  collection  of  critical  essays  edited  by  E.  Welter, 
under  the  title  Die  Reparationsbank,  (Frankfurt,  1929),  Includ¬ 
ing  contributions  by  Hahn,  Lansburg,  Lautenbach,  Nelsser, 
Fal3d,  etc.;  also  Paul  BInzig,  The  Bank  for  International  Settle¬ 
ments.  (Macmillan,  1930.) 


been  set  up  at  the  first  Hague  Conference 
in  accordance  with  the  recommendations  of 
the  experts,  modified  these  proposals  con¬ 
siderably  during  its  meetings  at  Baden- 
Baden.  The  debates  at  the  Assembly  of  the 
League  of  Nations  and  discussions  in  central 
banking  circles  had  made  a  deep  impres¬ 
sion®®  and  left  their  mark  on  the  decisions 
of  the  committee  as  finally  adopted  at  the 
second  session  of  the  conference  at  The 
Hague.®^ 

The  legal  foundation  for  the  Bank  for 
International  Settlements  is  a  convention 
between  Switzerland  on  the  one  hand  and 
Belgium,  France,  Germany,  Great  Britain, 
Italy  and  Japan  on  the  other,  providing  for 
the  establishment  of  the  institution.  The 
Swiss  government  undertakes  to  grant  a 
charter  for  15  years  as  soon  as  the  necessary 
domestic  legislation  has  been  passed,  and 
further  to  obtain  the  assent  of  the  Swiss 
people  to  the  grant  of  a  charter  for  the  en¬ 
tire  period  of  the  Bank’s  existence.  The 
charter  is  included  in  the  convention,  while 
the  statutes  of  the  Bank  are  given  in  an 
annex. 

STATUTES  OF  THE 
INTERNATIONAL  BANK 

The  statutes  underlined  the  international 
character  of  the  institution — as  contrasted 
with  its  reparation  functions — by  providing 
that  in  their  arrangements  for  the  issue  of 
portions  of  the  authorized  capital  to  banks 
of  countries  other  than  those  which  partici¬ 
pated  in  the  original  subscription  the  di¬ 
rectors  should  give  “consideration  to  the 
desirability  of  associating  with  the  Bank  the 
largest  possible  number  of  central  banks.” 
Such  countries  must  have  currencies  which 
in  the  opinion  of  the  Board  satisfy  the  prac¬ 
tical  requirements  of  the  gold  or  gold  ex¬ 
change  standard.®®  It  was  furthermore  pro¬ 
vided  in  the  statutes  that  elections  to  vacan¬ 
cies  on  the  Board  should  be  made  by  the 
entire  Board  and  not  merely  by  the  repre¬ 
sentatives  of  the  banks  of  the  seven  coun¬ 
tries  interested  in  reparation.  The  term 
of  membership  on  the  Board  was  further- 

60.  Cf.  p.  86-88. 

61.  Cf.  “ConTentlon  with  Switzerland  respecting  the  Bank 
for  International  Settlements,”  Hague  Agreements,  p.  110-128. 

62.  Ibid.,  p.  116-116. 
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more  reduced  from  five  to  three  years. 
These  provisions  have  undoubtedly  given  the 
institution  a  broader  international  basis  and 
a  greater  elasticity  so  as  to  meet  possible 
future  developments. 

While  the  Young  plan  would  have  made 
the  Bank  for  International  Settlements 
autonomous  by  providing  that  the  Board 
would  have  the  right  to  alter  the  statutes,” 
that  is  to  say,  to  enlarge  or  restrict  the 
institution’s  scope  of  activity,  the  statutes 
provide  that  all  amendments  must  be  pro¬ 
posed  by  a  two-thirds  majority  of  the  Board 
to  the  General  Meeting  in  which  representa¬ 
tives  of  all  the  interested  central  banks — 
whether  represented  on  the  Board  or  not — 
will  participate.  The  General  Meeting  may 
adopt  such  amendments  by  majority  vote. 
In  the  case  of  certain  specified  articles,  how¬ 
ever — including  almost  all  the  important 
articles  of  the  statutes,  such  as  those  con¬ 
cerned  with  location,  objects,  capital,  voting 
power  and  profits — amendment  by  the  Gen¬ 
eral  Meeting  must  be  sanctioned  by  a  law 
supplementing  the  charter.  The  significance 
of  this  provision  is  that  the  law  in  ques¬ 
tion  must  necessarily  be  a  Swiss  law. 
Switzerland  by  Article  1  of  the  Convention 
respecting  the  Bank  for  International  Settle¬ 
ments  undertook  to  grant  the  constituent 
charter,  and  “not  to  abrogate”  it,  “nor 
to  amend  or  add  to  it  and  not  to  sanction 
amendments  to  the  Statutes  of  the  Bank” 
except  after  “agreement  with  the  other  sig¬ 
natory  Governments.”®^  Thus,  if  amend¬ 
ments  are  to  take  effect,  the  international 
convention  between  the  powers  and  Switzer¬ 
land  will  have  to  be  modified  and  this  there¬ 
fore  places  the  Bank  under  the  political  con¬ 
trol  of  the  signatories  of  the  convention — 
each  power  having  a  veto — in  case  of  a 
change  of  its  policy  or  field  of  operations. 

BANKING 

FUNCTIONS 

The  statutes  of  the  Bank  make  it  clear 
that  the  Organizing  Committee  viewed  the 
institution  as  a  bank  of  central  banks.®® 

63.  Cf.  Report  of  the  Experts,  Annex  I,  Section  IV.  Article  1. 

64.  Haffue  Apreements,  Article  1,  p.  110  and  Annex,  Articles 
69-60,  p.  128. 

56.  Following  the  announced  opposition  of  Dr.  Schacht,  head 
of  the  German  Reichsbank,  to  certain  features,  in  the  Young 
plan,  Germany  and  the  creditor  powers  agreed  to  the  inclusion 
in  the  agreement  with  Germany  of  a  provision  to  the  effect 
that  the  functions  imposed  upon  presidents  of  central  banks 
would  be  performed  in  Germany  by  the  president  of  the  Reichs¬ 
bank.  It  is  further  stipulated  that  in  future  the  election  of 


Special  precautions  were  taken  to  prevent 
it  from  dealing  through  agencies  other  than 
the  central  banks,  except  with  the  consent 
of  the  central  banks  concerned,  and  sweep¬ 
ing  rights  of  veto  were  granted  to  the  re¬ 
spective  central  banks  in  the  case  of  opera¬ 
tions  in  thtir  particular  market  or  currency, 
as  follows  (Article  20)  : 

“The  operations  of  the  Bank  shall  be  in  con¬ 
formity  with  the  monetary  policy  of  the  central 
banks  of  the  countries  concerned. 

“Before  any  financial  operation  is  carried  out 
by  or  on  behalf  of  the  Bank  on  a  given  market 
or  in  a  given  currency  the  Board  shall  afford  to 
the  central  bank  or  central  banks  directly  con¬ 
cerned  an  opportunity  to  dissent.  In  the  event 
of  disapproval  being  expressed  within  such  rea¬ 
sonable  time  as  the  Board  shall  specify,  the  pro¬ 
posed  operation  shall  not  take  place.”®* 

Definite  prohibitions  were  imposed  with 
regard  to  the  right  to  issue  notes  and  to  en¬ 
gage  in  the  acceptance  business.  Both  of 
these  questions  had  aroused  a  good  deal  of 
speculation  in  banking  circles,  and  the  pos¬ 
sibility  that  the  Bank  might  enter  the  ac¬ 
ceptance  field  had  caused  especially  unfavor¬ 
able  comment  in  leading  British  financial 
circles,  where  the  prospect  of  competition  in 
a  field  where  the  London  market  enjoys  a 
peculiar  advantage  was  not  relished.®’ 

The  composition  of  the  Board,  together 
with  these  provisions,  makes  it  very  unlikely 
that  the  Bank  for  International  Settlements 
will  engage  in  competition  with  existing 
financial  institutions  and  as  the  editor  of 
The  Economist  has  observed,  it  is  indeed 
“much  more  likely  that  the  Bank  for  Inter¬ 
national  Settlements,  at  least  in  its  early 
stages,  will  do  too  little  rather  than  too 
much,  and  the  one  service  which  it  can  be 
confidently  expected  to  contribute  to  the  in¬ 
ternational  financial  situation  of  the  world 
is  that  it  will  promote  the  first  object  laid 


Oie  president  of  the  Reichsbank  by  the  General  Council  of 
the  Bank  must  be  confirmed  by  the  president  of  the  Reich, 
who  must  sign  the  deed  of  appointment,  while  the  Reich 
government  must  be  consulted  in  case  of  the  election  of  mem¬ 
bers  of  the  General  Council.  (Hague  Agreements,  Article  21, 
P.  43.) 

56.  Hague  Agreements,  p.  117. 

67.  Cf.  Ibid.,  Article  26,  p.  119.  The  Young  plan,  following 
central  bank  traditions,  had  fixed  26  and  40  per  cent  as  mini¬ 
mum  reserve  percentages  for  time  deposits  and  sight  liabilities. 
But  as  the  Bank  for  International  Settlements  is  to  have  a 
very  different  set  of  functions  and  will  not  have  a  currency  to 
regulate  or  notes  to  issue,  such  requirements  would  have  ham¬ 
pered  the  institution.  The  statutes  of  the  Bank  therefore  do 
not  fix  minimum  reserve  percentages.  For  a  critical  view  of 
this  omission,  cf.  Paul  Einzig,  cited.  Chap.  VIII. 
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down  in  its  Statutes,  namely,  the  coopera¬ 
tion  of  central  banks.”®*  The  regular  meet¬ 
ings  of  the  governors  of  the  various  central 
banks  will  undoubtedly  be  a  powerful  influ¬ 
ence  toward  the  coordination  of  central 
banking  policy. 

In  summing  up  the  work  of  the  experts 
one  may  recall  a  remark  made  by  Mr.  T.  W. 
Lamont  after  the  Young  committee  had  con¬ 
cluded  its  sessions  in  Paris  to  the  effect  that 
the  Bank  has  two  sets  of  functions — the  first 
springing  directly  from  the  requirements  of 

EVALUATION  OF 

While  economists  disagree  as  to  the  ulti¬ 
mate  possibility  of  a  successful  discharge  by 
Germany  of  the  amounts  contemplated  in  the 
Young  plan,  few  serious  doubts  have  been 
expressed  that  the  present  arrangements 
will  hold  for  at  least  another  decade.®®  The 
reform  of  the  German  financial  system,  ac¬ 
cording  to  some  authorities,  should  make  the 
internal  burden  in  Germany  a  comparatively 
easy  one  to  bear.®^  This,  however,  has  not 
been  seriously  undertaken  thus  far,  particu¬ 
larly,  perhaps,  because  of  the  bearing  which 
the  size  of  the  budget  had  on  the  operation 
of  the  prosperity  index  of  the  Dawes  plan. 
Meanwhile,  throughout  the  period  in  which 
Germany  cannot  achieve  what  the  Germans 
call  a  “real  transfer” — ^that  is  an  economic 
transfer  in  the  form  of  a  relative  increase 
in  exports  and  services  as  compared  to  im¬ 
ports — ^it  will  continue  to  transfer  as  it  has 
done  since  the  beginning  of  the  operation  of 
the  Dawes  plan.  That  is  to  say,  its  capacity 
to  pay  abroad  will  be  determined  largely  by 
its  capacity  to  borrow  abroad.®* 

Meanwhile  additional  borrowing  will  put 
pressure  on  the  ability  to  transfer  the  condi¬ 
tional  part  of  the  annuities,  while  augmenta- 

68.  Cf.  The  Economist  (Liondon),  November  16.  1929,  p.  899, 

69.  World  Trade,  July  1929. 

60.  Cf.  J.  M.  Keynes.  "The  German  Transfer  Problem."  The 
Economic  Journal,  March  1929,  and  subsequent  Issues;  F.  W, 
TaussiK.  "Deutschlands  Internatlonaler  Handel  und  das  Repara* 
tlonsproblem,"  Archiv  fiir  Soxialuiissenschaft,  October  1928, 
p.  226-60  ;  B.  Ohlin,  "Is  The  Young  Plan  Feasible?"  Index, 
February  1930;  also  the  comprehensive  study  by  Prof.  J.  W. 
Angell,  The  Recovery  of  Germany,  published  In  1929  by  the 
Yale  University  Press. 

61.  Gustav  Stolper,  Ein  Finanzplan  (Berlin,  Der  Deutsche 
Volkswirt,  1929).  Stolper  expects  an  Increase  in  the  forma¬ 
tion  of  new  capital  of  about  two  billion  Reichsmarks  from  a 
tax  reduction  of,  roughly,  750  million  Reichsmarks. 


the  reparation  problem,  and  the  second,  of 
a  broader  type,  to  be  made  use  of  only  if  a 
practical  and  specific  need  for  them  de¬ 
veloped  in  international  economic  life.®® 

The  experts,  strongly  under  the  influence 
of  what  has  been  described  as  “the  conserva¬ 
tism  of  central  bankers,”  seem  to  have 
placed  the  second  set  of  functions — the  “per¬ 
missive”  ones — first,  and  to  have  limited  the 
possibilities  of  usefulness  of  the  first  set,  the 
so-called  “obligatory”  or  reparation  func¬ 
tions. 

THE  NEW  PLAN 

tion  of  Germany’s  exports  and  services  is 
likely  to  make  the  creditor  countries  envi¬ 
sage  the  entire  problem  in  a  different 
manner. 

The  reparation  problem  has  evolved  from 
the  stage  in  which  the  capacity  to  pay  of  the 
debtor  country  has  been  displaced  at  the 
center  of  interest  by  the  capacity  of  the 
creditor  countries  to  receive.  The  organiza¬ 
tion  of  the  Bank  for  International  Settle¬ 
ments  which  “should  be  prepared  to  promote 
the  increase  of  world  trade  by  financing 
projects,  particularly  in  undeveloped  coun¬ 
tries,  which  might  otherwise  not  be  at¬ 
tempted  through  the  ordinary  existing  chan¬ 
nels,”  is  a  good  index  of  the  progress  in 
understanding  which  has  accompanied  this 
development.  The  Bank  represents  the 
recognition  by  the  experts  that  a  consider¬ 
able  percentage  of  the  postponable  part  of 
the  annuities  will  never  be  realized  by  the 
creditor  countries  unless  they  make  special 
efforts  to  receive  these  payments — unless,  in 
other  words,  the  reception  of  German  goods 
abroad  is  organized  and  financed  by  the 
creditors  themselves. 

There  is  no  doubt  that  to  many  Germans 
the  most  important  clause  in  the  New  Plan 
is  the  one  providing  for  the  creation  of  a 
Special  Advisory  Committee  to  indicate  “for 
consideration  by  the  Governments  and  the 
Bank  what,  in  their  opinion,  are  the  meas¬ 
ures  that  should  be  taken  in  regard  to  the 
application  of  the  Plan”  in  case  of  postpone¬ 
ment  of  the  transfer  of  the  unconditional 
part  of  the  annuities.  It  is  recognized,  how¬ 
ever,  that  revisions  in  the  future  will  be 
more  difficult  “as  everything  is  now  tied  up 


62.  Cf.  Angell,  The  Recovery  of  Germany,  cited,  p.  366. 
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with  the  interallied  debts  and  would  conse¬ 
quently  require  the  official  collaboration  of 
the  United  States.”®*  The  Concurrent  Memo¬ 
randum®*  which  established  an  official  link 
between  reparation  receipts  and  interallied 
debt  payments  (out-payments)  and  which 
accompanied  the  Experts’  Plan  of  June  7, 


1929,  has  become  an  official  part  of  the  New 
Plan  by  an  agreement  w’hich  was  signed  at 
the  end  of  the  second  session  of  the  Hague 
Conference.®®  A  further  revision  of  repa¬ 
ration  seems  to  depend  upon  the  willingness 
of  the  United  States  to  revise  the  war-debt 
settlements.®®^ 


THE  SETTLEMENT  OF  EASTERN  REPARATIONS 


While  the  settlement  of  the  German  repa¬ 
ration  question  was  the  most  important  re¬ 
sult  of  the  two  Hague  Conferences,  the 
liquidation  of  the  so-called  Eastern  repara¬ 
tions  was  also  of  great  economic  and  political 
significance. 

The  protocol  drafted  during  the  first  ses¬ 
sion  of  the  Hague  Conference  provided  for 
the  appointment  of  a  technical  committee 
charged  with  the  duty  of  preparing  detailed 
recommendations  in  regard  to  “the  final 
settlement  of  the  reciprocal  claims  of  the 
Creditor  Governments  in  respect  of  ceded 
properties  and  liberation  debts,  and  the 
final  settlement  of  the  liabilities  of  the 
Debtor  Governments  under  the  Treaties  of 
St.  Germain,  the  Trianon  and  Neuilly.”®® 
The  Belgian,  British,  French,  Greek,  Italian, 
Japanese,  Polish,  Portuguese,  Rumanian, 
Jugoslav  and  Czechoslovak  governments 
were  each  to  appoint  two  members  to  this 
committee  while  the  Austrian,  Hungarian 
and  Bulgarian  governments  were  to  nomi¬ 
nate  two  members  when  their  interests  were 
concerned. 

This  committee  met  in  Paris  on  September 
16,  1929  and  continued  its  meetings  until  the 


63.  Gustav  Stolper,  In  Der  Deutsche  Volkswirt,  June  7,  1929. 

64.  This  was  signed  by  ail  but  the  American  experts. 

65.  Cf.  Hague  Agreementa,  p.  129-33. 

65a.  Before  the  second  Hague  session  was  terminated  an 
Important  series  of  "liquidation  agreements”  was  also  con¬ 
cluded  to  settle  certain  problems  which  had  grown  out  of  the 
liquidation  of  private  German  property  In  eight  different  coun¬ 
tries.  Under  Part  X  of  the  Treaty  of  Versailles  the  Allies 
had  been  authorized  to  liquidate  private  German  property  and 
to  apply  the  proceeds  to  the  payment  of  debts  owed  by  Ger¬ 
mans  to  Allied  nationals,  keeping  the  balance  ns  part  of 
Germany’s  reparation  payments.  Although  the  German  gov¬ 
ernment  agreed  to  compensate  Its  nationals  for  their  property 
thus  liquidated,  objections  were  raised  to  the  arrangement  In 
various  quarters  on  the  ground  that  it  was  unethical  to  use 
private  property  to  pay  government  claims.  The  extent  to 
which  the  various  Allies  took  advantage  of  Part  X  of  the 
Versailles  Treaty  differed.  (Cf.  F.  P.  A.  News  DuUettn,  Vol. 
IX,  No.  7,  and  The  Economist,  I.ondon,  November  23.  1929, 
p.  972-3.)  Final  arrangements  for  terminating  this  process 
of  liquidation  were  embodied  in  the  following  treaties:  Ger- 
many-Belglum,  July  13.  1929  and  January  16.  1930:  Germany- 
Poland,  October  31,  1929;  Germany-Great  Britain.  December  2S. 
1929;  Germany-Canada,  January  14.  1930;  Germany-Australla 
and  Germany-New  Zealand,  .Tnnuarv  17.  1930;  and  Germanv- 
Italy,  January  20.  1930.  (Cf.  Germany,  EntxeUrfe  su  den 
Oesetsen  fiber  die  Hanger  Konferenz  unit  die  Sonder-und 
Liquidation sahkommen.  Part  V,  Berlin.  Relchsverlagsamt.  1930.) 

66.  Hague  Protocol,  Article  4  b,  p.  3. 


end  of  November,  when  it  adjourned,  post¬ 
poning  many  decisions  to  the  second  session 
of  the  Hague  Conference.  Here  Commission 
B  on  non-German  reparation,  presided  over 
by  M.  Loucheur,  wrestled  with  many  intri¬ 
cate  problems.®^ 

In  considering  the  problem  of  Eastern 
reparations  it  is  necessary  to  bear  in  mind 
three  main  sets  of  financial  claims: 

1.  The  Allied  claims  against  Austria,  Hun¬ 
gary  and  Bulgaria  for  reparation.  The  payment 
of  such  reparation  was  placed  under  the  guaran¬ 
tee  of  Germany  in  the  Dawes  plan  but  Germany 
was  freed  from  this  contingent  liability  by  the 
Young  plan.  When  the  Spa  percentages  were 
fixed,  Italy  had  been  promised  25  per  cent  of  the 
Eastern  reparations.  It  was  the  removal  of  the 
German  guarantee,  together  with  the  decision  to 
revise  the  whole  of  the  Eastern  reparations, 
described  below,  which  had  led  to  Italy’s  de¬ 
mand  for  compensation.®* 

2.  The  Allied  claims  upon  Czechoslovakia, 
Jugoslavia,  Rumania  and  Poland  to  make  a  con¬ 
tribution  toward  the  expenses  which  had  been  in¬ 
curred  by  the  Allies  in  liberating  the  people  of 
these  territories.  The  amount  of  this  contribu¬ 
tion,  called  the  liberation  debt,  was  fixed  in  1919 


67.  Among  those  who  expressed  Impatience  at  the  slow 
progress  of  this  commission  was  Mr.  Snowden.  On  January 
18,  1930  The  Times  (London)  reported  Mr.  Snowden  as  saying 
that  the  committee  "had  apparently  been  discussing  things  for 
a  fortnight  and  doing  nothing  but  talk.  ...  In  his  [Mr.  Snow- 
den's]  opinion  there  were  only  two  courses  open:  the  post¬ 
ponement  of  the  conference  till  the  Day  of  Judgment  or  locking 
up  the  representatives  of  the  countries  concerned  In  a  room, 
without  food  or  drink,  until  they  came  to  an  agreement.  On 
the  whole  he  preferred  the  second  course  and  proposed  it." 
When  the  delegates  later  on  pointed  out  that  part  of  the 
difflculty  was  caused  by  the  British  demands  of  August  1929. 
"Mr.  Snowden  is  understood  to  have  told  the  Italian  delegates 
Informally  that  he  did  not  ask  In  August  where  they  were 
going  to  find  the  money,  and  did  not  ask  now,  but  he  expected 
it  to  be  paid.”  (.The  Times,  London.  January  20,  1930,  p.  11.) 

68.  The  schedule  of  payments — totalling  132  billions  of  gold 
marks  (drawn  up  by  the  Reparation  Commission  on  April 
27.  1921  and  otflcially  confirmed  on  May  6,  1921).  It  covered, 
according  to  the  provisions  of  Articles  231,  232  and  233  of  the 
Treaty  of  Versailles,  the  responsibility  of  Germany  and  its 
allies,  which  Germany  had  accepted.  The  obligations  have 
never  been  clearly  separated,  although  there  is  some  evidence 
that  the  German  part  of  this  total  was  Intended  to  be  fixed 
at  112  billion  gold  marks,  leaving  20  billions  for  Austria.  Hun¬ 
gary  and  Bulgaria.  (Cf.  Furst.  De  Versailles  aujt  Experts, 
cited,  p.  86-88.)  When  the  German  annuity  was  fixed  at  2H 
billion  Reichsmarks  by  the  Dawes  plan,  a  contingent  liability 
for  the  obligations  of  Germany’s  allies  was  provided  for.  The 
Young  plan  removed  this  contingent  liability  and  recommended 
a  final  settlement  of  all  the  pending  questions  including  the 
Eastern  reparations. 
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at  1,500,000,000  gold  francs.^^  In  a  separate 
agreement,  moreover,  Italy  also  undertook  to 
make  a  contribution  toward  reparation  and  to¬ 
ward  the  cost  of  liberating  its  share  in  the  terri¬ 
tories  of  the  former  Austro-Hungarian  Empire. 

3.  The  claims  of  the  Hungarian  government 
upon  the  new  States  of  Central  Europe  for  com¬ 
pensation  because  of  losses  incurred  under  the 
latter’s  agrarian  reforms  by  Hungarian  nationals. 

The  settlement  of  Eastern  reparations 
involved  the  adjustment  of  all  three  of  the 
above  claims.  Before  the  Hague  Conference 
the  Little  Entente  powers  had  come  to  re¬ 
gard  the  liberation  debt  as  a  paper  agree¬ 
ment.  Apparently  they  had  made  no  pay¬ 
ments  under  it.  But  the  British  demand  for 
an  increased  share  in  the  German  annuities, 
together  with  the  reduction  in  the  Allied 
claims  on  Eastern  reparations,  involved  cer¬ 
tain  concessions  by  Italy  which  had  led  Italy 
in  turn  to  revive  the  question  of  the  libera¬ 
tion  debt.  The  Little  Entente  powers,  on  the 
other  hand,  were  unwilling  to  reduce  their 
reparation  claims  upon  Austria  and  Hungary 
until  they  were  certain  that  the  liberation 
debt  would  not  be  pressed  and  that  certain 
limits  would  be  set  to  the  claims  of  Austria 
and  Hungary.  In  order  to  facilitate  the 
settlement  of  these  complicated  problems  the 
great  powers  virtually  renounced  all  their 
share  in  non-German  reparation  receipts.’® 

The  reparation  settlements  alfecting  Aus¬ 
tria,  Bulgaria  and  Hungary  are  summarized 
below. 

AUSTRIA 

The  elements  for  a  decision  in  the  Aus¬ 
trian  case  were  already  available  at  the 
meeting  of  the  Paris  Committee.  The  most 
important  revenue  sources  of  Austria  had 
been  released  from  reparation  priority  for 
the  Reconstruction  Loan  of  1923;  and  in  ad¬ 
dition  to  this  the  governments  holding  Aus¬ 
trian  Relief  Bonds  had  in  1928  extended  the 
date  of  payment  for  40  years  on  condition 

69.  H.  W.  V.  Temperley,  A  History  of  the  Peace  Conference 
of  Paris,  Vol.  V,  p.  374.  The  Agreement  with  regard  to  the 
Contributions  to  the  Cost  of  Liberation,  signed  at  St.  Germain- 
en-Laye  on  September  10,  1919,  stipulated  that  Poland,  Ru¬ 
mania,  Czechoslovakia  and  the  Kingdom  of  Serbs,  Croats  and 
Siovenes  were  to  pay  1,500,000,000  goid  francs,  to  be  assessed 
among  them  by  the  Reparation  Commission  by  caicuiating  the 
proportion  of  the  average  revenue  derived  in  1911-1913  by  the 
Austro-Hungarian  monarchy  from  the  territories  which  the 
respective  Succession  States  had  acquired.  On  November  4, 
1924  the  Reparation  Commission  had  established  the  foiiowing 
flgrures;  Poiand,  225,495,000  gold  francs;  Rumania,  235,140,000; 
Jugoslavia,  78,035,000 ;  and  Czechoslovakia,  750,000,000.  By  a 
special  agreement  Italy  was  assessed  59,252,000  gold  francs 
None  of  these  arrangements  seems  to  have  been  executed. 

70.  Cf.  Hague  Agreements,  p.  13. 


that  Austria  should  not  pay  any  reparation 
or  compensations  during  that  period. 

As  a  result  of  the  Paris  negotiations,  Ru¬ 
mania  waived  its  claims  upon  Austria  for 
compensation  for  deliveries  made  to  the  Cen¬ 
tral  Powers  under  the  Treaty  of  Bucharest 
of  May  7,  1918.  7.'he  few  minor  claims  of 
Poland  and  Czechoslovakia  were  also  can¬ 
celled  in  the  final  settlement  which  was 
signed  on  January  20,  1930  at  The  Hague. 
Under  this  arrangement  the  only  obligation 
which  will  rest  with  Austria  will  be  an  an¬ 
nuity  of  one  million  gold  crowns  (roughly 
$200,000)  to  reimburse  Italy  for  administra¬ 
tive  and  relief  expenditures  arising  out  of 
the  dismemberment  of  the  Austro-Hun¬ 
garian  Empire  in  1918.  This  annuity,  which 
will  begin  in  1943  and  last  23  years,  has  re¬ 
moved  one  of  the  main  points  of  friction 
between  Austria  and  Italy. 

BULGARIA 

Under  the  Treaty  of  Neuilly,  Bulgaria 
was  to  pay  2,250,000,000  gold  francs  for 
reparation.  This  total  was  reduced  in 
March  1923  to  550  million  gold  francs  and 
Bulgaria  was  called  upon  to  pay  annuities 
beginning  at  5  million  francs  and  rising 
gradually  to  43  million,  making  an  average 
of  33  million  gold  francs.  The  Bulgarian 
earthquake  upset  most  of  these  arrange¬ 
ments  because  of  the  terrific  loss  it  caused 
in  the  Bulgarian  economy.  Partly  as  a  con¬ 
sequence  of  this  misfortune  the  Paris  com¬ 
mittee  proposed  an  average  annuity  of  only 
15  million  gold  francs  for  Bulgaria.  After 
a  good  deal  of  acrimonious  negotiation,  the 
Bulgarian  delegates  left  Paris;  but  in  later 
negotiations — not  officially  recognized  by  the 
Paris  committee — ^the  amount  was  further 
reduced  to  12l^  million  gold  francs;  and 
after  renewed  pleas  of  the  Finance  Minister, 
M.  Buroff,  the  larger  creditors  seemed  will¬ 
ing  to  forego  the  million  and  a  half  gold 
francs  which  were  to  go  to  them,  thus  leav¬ 
ing  the  total  average  annual  payment  to  the 
creditors  at  slightly  more  than  11  million 
gold  francs.  Difficulties  with  Rumania  be¬ 
cause  of  a  difference  between  the  Rumanian 
and  Bulgarian  claims  for  ceded  property 
were  ultimately  settled  by  an  agreement  pro¬ 
viding  for  a  payment  to  Rumania  of  110 
million  lei  in  two  equal  installments,  the  first 
of  which  would  be  payable  three  months 
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after  notification,  and  the  second  within  a 
year. 

In  the  final  agreement  the  Bulgarian  pay¬ 
ments  are  carefully  graded:  5  million  gold 
francs  on  April  1,  1930  and  thereafter  an¬ 
nually  10  million  gold^francs  for  ten  years, 
11  million  for  the  next  ten  years,  and  12,- 
515,238  gold  francs  for  a  further  sixteen 
years.  All  these  annuities  will  be  subject 
to  the  transfer  protection  clause  which  was 
agreed  upon  when  the  Refugee  Settlement 
Loan  of  1926  was  issued  under  the  auspices 
of  the  League  of  Nations.’^  This  clause  is 
roughly  similar  to  the  provisions  governing 
transfer  protection  in  the  agreement  with 
Germany. 

HUNGARY 

Hungarian  reparation  had  not  been  defin¬ 
itely  fixed  in  the  Treaty  of  Trianon,  and  the 
problem  did  not  become  urgent  until  Hun¬ 
garian  economic  reconstruction  was  initi¬ 
ated  under  the  auspices  of  the  Financial 
Committee  of  the  League  of  Nations.  The 
most  important  feature  of  the  League  plan 
was  the  settlement  of  Hungarian  liability 
for  reparation  for  a  period  of  twenty  years 
and  the  issue  of  an  international  loan.  In 
order  to  make  the  issue  of  the  loan  possible, 
the  Reparation  Commission  fixed  the  repara¬ 
tion  payments  at  a  total  of  200  million  gold 
crowns,  with  an  average  annuity  of  10  mil¬ 
lion  gold  crowns  for  twenty  years.  There 
was  to  be  a  complete  moratorium  until  1927, 
when  payments  were  to  commence  with  5 
million  gold  crowns,  rising  gradually  to  14 
million  crowns  in  1942-1943. 

The  Hungarians  claimed  that  there  was 
an  understanding  that  no  reparation  was  to 
be  paid  after  1943,  but  no  documentary  evi¬ 
dence  in  support  of  this  claim  was  presented. 
The  Hungarian  delegates  also  pointed  to  the 
fact  that  their  country  had  already  paid  a 
considerable  sum  in  the  form  of  deliveries 
in  kind  and  ceded  properties  which  had  been 
evaluated  by  the  Reparation  Commission  at 
from  21/2  billion  to  3  billion  gold  crowns  but 
which  the  Hungarians  themselves  estimated 
at  very  much  higher  figures. 

71.  "Agreement  with  Bulgaria,”  ibid.,  p.  160.  Cf.  also  the 
protocol  of  the  agreement  with  the  Financial  Committee  of  the 
League  of  Nations,  embodying  the  obligations  undertaken  by 
Bulgaria  signed  by  the  Bulgarian  representative  on  September 
8.  1926, 


The  Little  Entente  countries  argued  that 
if  Hungary  could  meet  an  annuity  of  14 
million  gold  crowns  during  the  last  years 
of  the  payments  on  the  Reconstruction  Loan, 
it  would  surely  be  able  to  pay  something 
after  the  loan  was  paid  off  in  1943.  More¬ 
over,  they  were  reluctant  to  reduce  their 
claims  upon  Hungary  because  of  the  exist¬ 
ence  of  the  so-called  optant  claims — the  de¬ 
mand  of  the  Hungarian  government  for  com¬ 
pensation  for  landed  estates  expropriated 
under  the  agrarian  laws  of  Rumania  and 
other  countries.  The  Little  Entente  coun¬ 
tries  were  apparently  willing  to  reduce  their 
demands  for  reparation  from  Hungary 
only  on  condition  that  Hungary  should 
limit  the  optant  claims.  The  Hungarian 
government,  on  the  other  hand,  asserted  that 
there  was  no  legal  connection  between  the 
optant  question  and  reparation  payments. 
It  declared  that  Rumania  had  failed  to  live 
up  to  its  undertakings  inasmuch  as  it  had 
prevented  the  Mixed  Arbitral  Tribunals  from 
arbitrating  the  optant  question  in  accord¬ 
ance  with  Article  239  of  the  Treaty  of  Tri¬ 
anon.  Nevertheless,  although  the  Hungarian 
government  was  unwilling  to  continue  pay¬ 
ments  for  reparation  after  1943,  it  was  will¬ 
ing  to  pay  a  small  annuity  after  that  date 
“for  other  than  reparation  claims.”  The 
problem  then  became  one  of  agreeing  upon 
a  limit  to  the  counter-claims  of  Hungary  on 
behalf  of  the  landowners,  the  church,  certain 
commercial  interests  and  the  properties  of 
the  Hapsburg  family.  The  Little  Entente 
countries  wished  a  limit  imposed  upon  these 
claims  before  agreeing  to  a  definition  of 
Hungary’s  financial  payments  in  return. 

THE  BROCCHl 
PLAN 

The  solution  to  this  difficulty  was  finally 
found  in  the  so-called  Brocchi  Plan,  named 
after  one  of  the  Italian  delegates  who  had 
spent  a  good  deal  of  time  studying  Hun¬ 
garian  difficulties.  The  Brocchi  Plan,  which 
was  warmly  supported  by  M.  Loucheur  as 
chairman  of  the  Committee  on  Non-German 
Reparation,  provided  for  the  establishment 
of  two  compensatory  funds  for  Hungarian 
claims.  The  first,  limited  to  240  million 
gold  crowns,  was  set  up  for  agrarian  claims, 
while  the  second — the  so-called  B  Fund — 
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was  fixed  at  100  million  gold  crowns  and  was 
applied  to  all  other  claims. 

There  are  three  main  sources  for  these 
funds.  First  among  these  are  the  Allied 
share  in  Hungarian  reparation  until  1943.'^^ 
Belgium,  the  British  Empire,  France,  Italy, 
Japan  and  Portugal,  that  is  to  say,  agreed 
to  transfer  their  share  in  Hungarian  repa¬ 
ration  before  1943  to  these  funds.  In  the 
second  place,  France,  Italy  and  Great  Brit¬ 
ain  “in  the  interest  of  general  settlement” 
agreed  to  make  a  further  contribution  aver¬ 
aging  about  3,300,000  gold  crowns  a  year.’* 
These  sums  will  be  covered  by  the  receipts 
from  Czechoslovakian  payments  on  the  liber¬ 
ation  debt.  As  part  of  the  agreement,  the 
Czechoslovak  government  agreed  to  pay 
upon  the  liberation  debt  37  annuities  of  10 
million  gold  francs.  France,  Great  Britain 
and  Italy  agreed  to  turn  over  to  the  Brocchi 
funds  their  share  in  these  annuities.’* 

The  final  source  of  the  Brocchi  funds  is 
the  annuity  of  131/^  million  crowns  which 
Hungary  agrees  to  pay  for  other  than  repa¬ 
ration  purposes  between  1943  and  1966. 
Rumania,  Czechoslovakia  and  Jugoslavia 
agree  that  6,100,000  gold  crowns  of  this 
annuity  shall  go  to  the  agrarian  fund,  while 
the  remainder  is  to  go  to  Fund  B. 

In  order  to  facilitate  financing,  bonds  will 
be  issued  on  the  basis  of  the  above  payments 
into  the  Brocchi  funds,  which  will  in  part 
take  care  of  the  payments  to  claimants,  while 
some  of  the  Allies  are  understood  to  have 
promised  to  facilitate  a  new  Hungarian  loan 
if  necessary.  The  Brocchi  funds,  which  are 


72.  The  reparation  payments  of  Bulgaria  and  Hungary  up 
to  1943  are  to  be  distributed  as  foilows;  Qreece,  76.73  i>er  cent; 
Rumania,  13  per  cent;  Czechoslovakia,  1  per  cent;  and  Jugo¬ 
slavia,  6  per  cent  of  the  Bulgarian  and  2  per  cent  of  the 
Hungarian  payments.  (Hague  Agreements,  p.  170.) 

73.  France  and  Italy  will  each  undertake  40  per  cent  of  this 
contribution  and  Great  Britain  20  per  cent.  In  the  case  of 
the  agrarian  funds  these  three  powers  promise  to  pay  3,600,000 
gold  crowns  from  1933  to  1943  and  2,280,000  gold  crowns  from 
1944  to  1966.  In  the  case  of  Fund  B  the  Allied  contributions 
will  amount  to  3  million  gold  crowns  from  1931  to  1943. 

74.  Cf.  Hague  Agreements,  p.  168-72.  The  annuity  of  10 
million  gold  marks  is  to  be  distributed  in  proportion  to  the 
percentages  fixed  by  Article  2  of  the  Spa  Agreement;  France. 
3,187,864;  Great  Britain,  1,384,619;  Italy,  3,146.632;  Belgium, 
418,816;  Japan,  61,920;  Portugal,  61,920;  and  Greece,  1,768,339. 
The  large  share  of  Greece  is  a  redemption  of  the  pledge  given 
to  it  by  Great  Britain,  France  and  Italy  at  the  August 
session  of  the  conference  at  The  Hague,  to  enable  the  former 
to  cover  its  war  debts  and  to  meet  claims  for  damages  done 
during  the  period  of  Greek  neutrality.  Cf.  also  footnote  72. 

Simultaneously  with  these  reparation  agreements  France 
and  Itaiy  made  a  very  iiberal  settlement  of  the  Czechoslovak 
war  debt.  (/Md.)  They  also  granted  favorable  terms  in  the 
settlement  of  the  war  debts  of  Rumania.  For  the  settlement 
of  the  Rumanian  debt  to  France,  cf.  L’Europe  Houvelle, 
November  10,  1928  and  April  10,  1930. 


the  result  of  the  relinquishment  of  Allied 
claims  against  Hungary,  are  therefore  to  be 
used  to  pay  compensation  for  the  claims  of 
Hungary  against  the  Succession  States.  The 
power  to  decide  such  claims  is  vested  in  the 
Mixed  Tribunals,  which  are  to  be  enlarged 
by  adding  two  members  from  the  countries 
which  remained  neutral  during  the  World 
War.  The  total  of  the  awards  is  limited  by 
the  size  of  the  compensatory  funds,  and  the 
legal  position  of  the  different  parties  to  the 
dispute  is  not  changed  by  the  present  agree¬ 
ment.  The  Little  Entente  powers  declare 
that 

“Although  the  three  Governments  interested 
are  prepared  to  conclude  the  present  Agreement 
in  a  spirit  of  conciliation  with  a  view  to  termin¬ 
ating  as  far  as  possible  the  existing  disputes 
with  the  Hungarian  Government,  they  declare 
formally  that  this  fact  cannot  constitute  in  any 
way  a  recognition  by  them  of  the  justice  of  the 
said  claims.” 

The  Hungarian  government  states  “that 
from  the  legal  point  of  view  it  maintains  the 
position  which  it  previously  adopted  with 
regard  to  these  questions.”’®  Moreover, 
Hungarians  asserted  that  in  accepting  the 
totals  fixed  by  the  Brocchi  fund  they  drastic¬ 
ally  reduced  the  size  of  the  optant  claims 
against  Rumania. 

None  of  the  awards  are  to  be  paid  until 
“the  total  amount  of  the  Judgments  has  been 
notified”’*  and  if  the  total  of  the  awards 
exceeds  the  size  of  the  fund,  each  award  will 
be  honored  in  the  proportion  which  the  size 
of  the  fund  bears  to  the  total  of  the  awards. 
If  there  is  any  surplus  in  the  agrarian  fund 
— often  referred  to  as  Fund  A — it  is  to  go 
to  Fund  B,  against  which  the  chief  pending 
claims  seem  to  be  those  of  the  Hapsburgs. 
M.  Benes  announced  at  Prague  on  January 
30  that  the  Little  Entente  powers  intend  to 
have  the  League  Council  ask  the  Permanent 
Court  of  International  Justice  for  an  advi¬ 
sory  opinion  on  the  legitimacy  of  the  latter 
claims.  As  the  debtor  countries  are  quite 
confident  that  they  will  not  be  allowed,  it  is 
supposed  that  a  good  deal  of  Fund  B  will  re¬ 
main  unused  and  will  therefore — according 
to  the  provisions — be  employed  “to  redeem 

76.  Ibid.,  p.  167. 

76.  Ibid.,  p.  168. 
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the  sums  paid  to  the  Fund  by  Great  Britain, 
France  and  Italy,  proportionately  to  the  con¬ 
tribution  of  each  of  these  Powers.” 

It  should  be  pointed  out  that  the  above- 
mentioned  provisions,  which  are  set  forth  in 
the  annexes  to  the  agreement  relating  to 
Hungarian  obligations  are  to  be  regarded 
as  only  the  basis  of  the  final  agreement 


but  that  they  “now  and  henceforth  consti¬ 
tute  an  undertaking  on  the  part  of  the  signa¬ 
tory  Governments.”  The  final  texts  were  to 
be  drafted  by  a  committee  comprising  a  rep¬ 
resentative  of  each  of  the  signatory  powers. 
This  committee  met  at  Paris  on  February  5 
and  after  encountering  several  difficulties 
signed  a  final  agreement  on  April  28,  1930.” 


CONCLUSION 


We  have  here,  then,  a  definite  settlement 
of  a  series  of  disputes  which  have  disturbed 
the  relations  of  the  Succession  States  since 
the  peace.  The  claims  have  been  limited  in 
amount,  further  surprises  seem  precluded 
and  machinery  for  the  settlement  of  all  pos¬ 
sible  disputes  has  been  agreed  upon.  The 
Permanent  Court  of  International  Justice 
has  been  designated  as  the  court  of  appeals 
for  all  cases  handled  in  the  Mixed  Tribunals. 

M.  Albert  Thomas,  the  Director  of  the 
International  Labour  Organization,  pointed 
out  in  a  speech  at  Bucharest  that  “with  the 
financial  liquidation  of  the  War  accomplished 
at  The  Hague,  the  moment  has  come  to 
think  seriously  of  the  organization  of  Eu¬ 
rope  within  the  framework  of  the  League.’”* 
Immediately  after  the  second  session  of  the 
Hague  Conference,  the  initiation  of  a  series 
of  negotiations  for  bilateral  pacts  seemed  to 
indicate  that  a  new  clarification  of  the  po¬ 


litical  atmosphere  of  the  continent  had  been 
brought  about.  At  The  Hague,  negotiations 
between  Jugoslavia  and  Hungary  for  a 
treaty  of  non-aggression  were  brought  to  an 
advanced  stage,  similar  negotiations  between 
Rumania  and  Hungary  were  expected  to  take 
place,’®  while  M.  Benes  has  stated  that  to 
him  the  great  gain  of  the  final  settlement  lies 
in  the  fact  that  “the  road  is  now  open  to 
an  agreement  among  the  Central  European 
powers.”*®  Even  the  very  difficult  Bul¬ 
garian- Jugoslav  relations  have  improved  and 
the  conclusion  of  a  frontier  convention  with 
arrangements  for  the  exchange  of  properties 
along  the  boundary  has  become  possible.*^ 
In  a  broader  way,  the  Tariff  Truce  Confer¬ 
ence  at  Geneva  has  illustrated  the  new  possi¬ 
bilities. 

There  is  considerable  reason  to  agree  with 
Mr.  Snowden  that  the  settlement  of  these 
controversies  “represents  a  political  achieve¬ 
ment  of  capital  importance.” 


77.  At  the  moment  of  going  to  press,  it  was  reported  that 
the  final  settlement  concluded  at  Paris  is  embodied  in  four 
agreements,  which  substantially  conform  to  the  texts  which 
were  initialled  at  The  Hague.  The  Hungarian  delegation  had 
expressed  fear  that  possible  future  complaints  under  the 
agrarian  laws  might  not  be  covered  by  the  Agrrarian  Fund, 
and  as  a  result  of  discussions  on  the  subject.  The  claims  to 
be  met  by  the  A  fund  are  now  specifically  limited  to  law  suits 
filed  before  January  20,  1930  or  based  on  dispossessions  that 
took  place  before  that  date.  The  A  Fund  was  then  reduced 
from  240  million  to  219.6  million  gold  crowns,  while  Great 
Britain,  France  and  Italy  (in  the  proportion  of  10  per  cent 
for  Great  Britain  and  46  per  cent  for  both  France  and  Italy, 
according  to  the  London  Times  of  April  28,  1930)  undertook 
special  guarantees  in  case  of  future  claims  not  hitherto  con¬ 
templated.  (Cf.  Prager  Presse,  April  27,  1930.) 


78.  Journal  de  Oenive,  February  22,  1930,  p.  3. 

79.  Cf.  New  York  Times,  March  4,  1930. 

80.  Prager  Presse,  January  31,  1930,  p.  7.  Cf.  also  Edouard 
Benes  Les  Problimes  des  Riparations  et  la  lAquidation  de  la 
Guerre  Mondiale  a  La  Have  (Prague,  "Orbis,”  SociStO  Anonyme 
d’Impression). 

81.  Cf.  Frankfurter  Zeitung,  February  6,  1930. 
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ANNEX  1 

In  the  debt  certificate  of  the  German  government,  signed  at  the  second  session 
of  the  Conference  at  The  Hague,  the  annuities  to  be  paid  by  (Jermany  from  1929 
until  1987  are  specified.*  In  a  concurrent  memorandum  accompanying  the  Young 
plan  were  set  forth  the  amounts  required  to  cover  the  inter- Allied  debts.**  Both 
these  out-payments  and  the  German  annuities  are  reproduced  in  the  following ’table : 


Sept.  1, 

1929- 

Year 

-Mar.  31, 

1930 

Amounts  re- 
German  quired  to  cover 

Annuities  outpayments 

(In  millions  of  Reichsmarks.) 
676.9 

April  1, 

1930 

1931 

1641.6 

965.1 

44 

1931 

44 

1932 

1618.9 

942.3 

44 

1932 

44 

1933 

1672.1 

995.4 

44 

1933 

44 

1934 

1744.9 

1136.4 

44 

1934 

44 

1935 

1807.5 

1199.0 

44 

1935 

44 

1936 

1833.5 

1224.9 

44 

1936 

44 

1937 

1880.3 

1271.8 

44 

1937 

44 

1938 

1919.8 

1334.0 

44 

1938 

1939 

1938.1 

1352.5 

44 

1939 

44 

1940 

1983.4 

1375.0 

44 

1940 

44 

1941 

2096.1 

1487.6 

44 

1941 

1942 

2114.6 

1437.9 

44 

1942 

44 

1943 

2131.9 

1455.1 

44 

1943 

44 

1944 

2128.2 

1451.5 

44 

1944 

44 

1945 

2141.4 

1464.7 

44 

1945 

44 

1946 

2137.7 

1460.9 

44 

1946 

44 

1947 

2133.4 

1456.5 

44 

1947 

44 

1948 

2149.1 

1472.3 

44 

1948 

44 

1949 

2143.9 

1467.1 

44 

1949 

44 

1960 

2240.7 

1461.6 

44 

1960 

44 

1951 

2283.1 

1503.9 

44 

1961 

44 

1952 

2267.1 

1487.9 

44 

1952 

44 

1963 

2270.1 

1491.0 

44 

1953 

44 

1964 

2277.2 

1498.1 

44 

1954 

44 

1965 

2288.5 

1509.4 

44 

1966 

44 

1956 

2283.7 

1504.5 

44 

1956 

44 

1957 

2278.1 

1499.1 

44 

1967 

44 

1958 

2285.7 

1506.7 

44 

1958 

44 

1969 

2317.7 

1538.6 

44 

1959 

44 

1960 

2294.5 

1515.4 

44 

1960 

44 

1961 

2304.4 

1525.4 

44 

1961 

44 

1962 

2322.2 

1543.2 

44 

1962 

44 

1963 

2314.1 

1535.0 

44 

1963 

44 

1964 

2326.5 

1547.4 

44 

1964 

44 

1965 

2326.0 

1546.8 

44 

1966 

44 

1966 

2352.7 

1573.7 

44 

1966 

44 

1967 

1566.9 

1566.9 

44 

1967 

44 

1968 

1566.1 

1566.1 

44 

1968 

44 

1969 

1575.9 

1575.9 

44 

1969 

44 

1970 

1589.2 

1589.2 

44 

1970 

44 

1971 

1602.9 

1602.9 

44 

1971 

44 

1972 

1613.1 

1613.1 

44 

1972 

44 

1973 

1621.5 

1621.5 

44 

1973 

44 

1974 

1624.9 

1624.9 

44 

1974 

44 

1975 

1627.6 

1627.6 

44 

1976 

44 

1976 

1634.2 

1634.2 

44 

1976 

44 

1977 

1637.9 

1637.9 

44 

1977 

44 

1978 

1644.6 

1644.6 

44 

1978 

44 

1979 

1654.7 

1654.7 

44 

1979 

44 

1980 

1659.6 

1659.6 

44 

1980 

44 

1981 

1670.5 

1670.5 

44 

1981 

44 

1982 

1687.6 

1687.6 

44 

1982 

44 

1983 

1691.8 

1691.8 

44 

1983 

44 

1984 

1703.3 

1703.3 

44 

1984 

44 

1985 

1683.5 

•  1683.5 

44 

1986 

44 

1986 

925.1 

925.1 

44 

1986 

44 

1987 

931.4 

931.4 

44 

1987 

44 

1988 

897.8 

897.8 

The  cash  value  of  German  annuities  calculated  at  5%  per  cent  as  of  April  1, 
1929  has  been  estimated  at  33,760,000,000  Reichsmarks.  The  present  value  of  Ger¬ 
man  payments  to  the  United  States,  similarly  calculated,  is  1,107,000,000  Reichsmarks; 
of  payments  to  Belgium,  313,000,000  Reichsmarks;  and  of  payments  on  the  Dawes 
loan  947,000.000  Reichsmarks.  The  present  value  of  all  German  payments  is  thus 
36,117,000,000  Reichsmarks. 


*Hague  Agreementa,  p.  32-S3. 


••Ibid.,  p.  123-33. 
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